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I) GENERAL INFORMATION

a) Glossary of Terms and Definitions.

ADS

“América Telecom”,
“AMTEL” or the
“Compax)y”

AMX or
América Mévil

Bital -

BMV
“CGT” or “Telecom”
CNBV

Provisions

Dollars

EBITDA

GCarso
GFInbursa
GT2000
IMCP
IMPAC

Inbursa
Indeval

INPC
ISR
LGSM

LIBOR

American Depositary Shares
América Telecom, S.A. de C.V.
América Mévil, S.A. de C.V. and subsidiaries

Banco Internacional S. A., Institucién de Banca Miiltiple, Grupo Financiero Bital.
(Full-Service Bank) '

- Mexican Stock Exchnage

Carso Global Telecom, S.A. de C.V.
National Banking and Securities Commission.

General Provision applicable to securities issuers and other participants in the
stock market, published in the Federal Official Gazette on March 19, 2003,

Legal tender of the U.S.

Eamings Before Interest, Taxes, Depreciation and Amortization. Also known as
operating flow.

Grupo Carso S.A. de C.V.

Grupo Financiero Inbursa, S.A. de C.V.
GT2000,S.A. de C.V.

Mexican Institute of Public Accountants
Asset Tax -

Banco Inbursa S. A., Institucion de Banca Muiltiple, Grupo Financiero Inbursa.
(Full-Service Bank)

S.D. Indeval, S.A. de C.V., Institucidén para el Depésito de Valores (Securities
Deposit)

National Consumer Price Index
Income Tax
General Corporation and Partnership Law

London Interbank Offer Rate.



LMY
Mancera
Meéxico
PCGA
Pesos
PIB
RNV
SBC
SBC1
Telecom LLC
Telcel

“Telmex” or “TMX”

Securities Exchange Law.

Mancera, S.C., member of Emst & Young Global
United Mexican States

Generally Accepted Accounting Principles in Mexico
Legal currency of Mexico (MXP)

Gross Domestic Product.

National Share Registry.

SBC Communications, Inc.

SBC International, Inc.

Global Telecom LLC.

Radiomoévil Dipsa, 8.A. de C.V.

Teléfonos de México, S.A. de C.V.

[Space left blank intentionally)
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b) Executive Summary

The Company was incorporated on December 5, 2001 as the result of the spin-off from Telecom as
agreed at Telecom’s general extraordinary shareholders’ meeting on November 30, 2001, for the purpose
of separating, within the Company, ownership of shares of América Mévil, whose main activity concemns
the wireless-telephone industry and various international investments.

The Company was incorporated with a net worth of $14,947,357,407 MXP, out' of which
$963,486,951.14 MXP correspond to its capital stock (figures set at the historical value).

The Company directly owns all the shares representing the capital stock of América Movil that had
been owned by Telecom. Also as a result of the spin-off, the Company was given various assets, which
include: (i) the rights and obligations derived from the agreement dated March 13, 2001 between Telecom
and SBCI regarding its investment in América Mévil; (ii) the rights generated from the Irrevocable Trust
Agreement entered into Bital, as the Settlor; Banco Inbursa, S.A., Institucién de Banca Multiple, Grupo
Financiero Inbursa, Trustee Department as Trustee; and SBCI, as Beneficiary; (iii) the rights and
obligations generated under the Service Rendering Agreement entered into by and between Ameérica
Movil and Telecom; (iv) all the shares that were owned by Telecom, which represented the capital stock
of Corporativo Empresarial de Comunicaciones, S.A. de C.V,, and (v) the debt certificates (“Notes™)
issued by Telecom Américas Investments Ltd. and guaranteed by Bell Canada International Inc., which
are owned by Telecom and that have a par value of approximately $92.7 million USD. As of December
31, 2003, accounts receivable from these debt certificates total $30.9 million dollars.

In March 2004, said amount was collected, and the acknowledged interests were eliminated under
the consolidation.

Once the spin-off from Telecom, as the corporation spun off from, was authorized, the Company’s
main investment was concentrated primarily in América Movil, representing approximately 99% of its
assets.

In May 2002, pursuant to the provisions set forth by the shareholders’ meeting whereat the spin-off
was agreed, the instruments that had been issued by the Company were delivered. Telecom shareholders
received one share of the Company’s paid-in capital stock for each share representative of Telecom’s
capital stock upon presentation and submission, in exchange, of the outstanding titles to which they were-
shareholders. Said shares were deposited with the Indeval, this right was exercised pursuant to applicable
legal and administrative provisions.

The foregoing concluded the spin-off process consisting of the total separation of the shares issued
by América Moévil, of which Telecom was the holding company. The Company’s shares have been listed
independently on the BMV since May 2, 2002.

As of December 31, 2003, there were 3,639.3 billion entirely subscribed and paid-in outstanding
shares representing the Company’s capital stock. The share price at the close of 2003 in the securities
market was $14.51 Mexican pesos per share, reporting a maximum price in December of $14.51 per share
and minimum price in January of $6.19 per share.

The Company is a pure shareholder; therefore, the Company has no employees, and administrative
services are provided by an affiliate company. As of December 31, 2003, 64.90% of América Movil
shares with the right to vote were directly or indirectly owned by the Company. Practically all of the
Company’s operations are carried out by its subsidiary, América Mdvil. América Movil was incorporated
in September, 2000 as part of the spin-off from Telmex, the largest local and long-distance telephone
concession holder in Mexico. América Mévil was established as a company independent from Telmex.

The following table shows the price variations for the Company’s shares, as well as the amount of
the price and trading index, as if these were comparable indexes. The first amount corresponds to the price
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at the close of the fiscal year ending on December 31, 2002, equivalent to 100. At the close of the fiscal
year ending on December 31, 2003, the price per share of the Company had decreased by 6.55% more
than the value of the price and trading index.
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The following selected consolidated financial information is partially based upon the financial statements
prepared by the Company and audited by Mancera. The selected financial information must be read
together with the audited financial statements to December 31, 2003.

[Space left blank intentionally]
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AMERICA TELECOM, S.A. DE C.V. AND SUBSIDIARIES
Selected Financial Information

Thousands of Constant MXP to December 2003

(Except for the share average)

Description 2003 2002 2001
Net Sales 85,940,972 59,748,342 45,461,778
Operational Profit 17,853,262 13,111,205 6,675,122
Majority Net Profit 4,885,463 : 1,549,339 (173,926)
Profit per Share 1324 ' 0413 (0.022)
Investments in Fixed Assets 22,353,512 25,487,84‘5 12,165,323
Depreciation and Amortization of the Fiscal Year 14,140,501 8,624,161 4,920,721
Total Assets 152,384,486 117,765,773 102,667,379
Total Long Term Liabilities 49,865,252 42,009,057 23,548,813
Consolidated Net Worth 61,583,708 46,459,470 57,839,904
Data
Tax Years’ Net Earnings 4,885,463 1,549,339 (173,926)
Share Average (millions of shares) 3,690 3,752 3,765.8
Basic Profit per Shares 1.324 : 0413 (0.022)
Total Investments in Fixed Assets 22,353,512 . 25,487,845 12,165,323
¢) Risk Factors

The Company and its subsidiaries may be exposed to structural changes due to economic and
financial adjustments that occur in the national and international market.

Below are the risk factors that the Company believes could have a major impact on its operation
earnings. These should be taken into consideration by the investing public.

The risks and uncertainties described in this report are not the only ones faced by the Company;
nevertheless, this report aims at describing the most important risks. There may be other risks that affect
its operations and activities. ’

The risks set forth below shall be considered together with Ameérica Movil’s risk factors, which are
described later herein.

Risks Related to the Company’s Strategy

In line with América Telecom’s business strategy, its main assets are shares of América Mévil. The
value of the shares of América Telecom is correlated to the price of América Moévil’s shares. América
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Mévil is exposed to various risk factors that are included in Section 2 of this report, which corresponds to
the specific information concerning said company.

Risks Related to the Issuer’s Debt

América Telecom implements financing operations whereby it uses América M6vil shares as a
guaranty. If the price of América Moévil’s shares in the securities markets decreases below the pre-

" established parameters set forth in the conditions to said financing schedules, the Company is obhgated to

contribute more cash resources as a supplemental guaranty.

The financial cost of América Telecom’s non-consolidated debt is served with flows from the
dividends decreed by América Mévil, its principal subsidiary, and by the revenue it receives from such for
technical and financial support. If América Mévil’s financial situation deteriorates to the extent that it is
no longer able to pay dividends, the Company could face liquidity problems and put compliance with its
financial obligations at risk.

Approximately 92.7% of Ameérica Telecom’s non-consolidated debt as of the close of 2003 was in
foreign currency, of which 68.7% is long-term debt. The Company’s non-consolidated flows are in pesos;
therefore, a significant variation in the exchange rate could affect the Company’s capacity to pay.

Risks Related to Majority Shareholders and the Capital Structure.

As of December 31, 2003, approximately 64.90% of América Movil’s shares with the right to vote
were directly or indirectly owned by the Company, whose principal shareholders are Carlos Slim Helu and
members of his immediate family, and who may designate the majority of the members of the boa.rd of
directors and affect the result of the other actions that require shareholders’ votes.

Risk from Being a Shareholder.

The Company’s shares are represented substantially by its subsidiaries’ shares which could be a
risk factor for the Company.

Transactions with Affiliate Companies that Create Potential Conflicts of Interest

The Company carries out financial as well as business operations with some affiliates, with Telmex,
GFInbursa and its subsidiaries, and GCarso, as part of its ordinary course of business and in accordance
with market conditions. Operations with affiliate companies could generate potential conflicts of interest.
(See: Administration — and — Operations with Related Parties and Conflicts of Interest s- in Section 2,
Number 4, Item b) of these presents).

Governmental Regulation Could Adversely Affect the Company’s Activities.

Given that the Company is a shareholder and all its operations are carried out by its subsidiaries,
principally América Mdévil, and given that América Movil’s operations are subject to considerable
governmental regulation, the Company’s operations could be adversely affected by legislative reforms and
changes in regulatory policies. Agreements concerning the concession, construction, operation, sale, resale
and interconnection of wireless-telecommunications services in Latin America and other countries are
regulated to different extents by governmental authorities. Any governmental authority with jurisdiction
over América Mévil’s companies could adopt new provisions or modify provisions presently in effect,
which could adversely affect América Mévil. In particular, regulation of the rates that operators can
charge for their services could significantly and adversely affect América Mdvil as it would reduce its
profit margins. In Mexico, Telcel’s operations are subject to considerable governmental regulation,
principally by COFETEL, the Federal Antitrust Commission and the Federal Consumer Protection
Agency, and could be adversely affected by legislative reforms or measures adopted by the government.
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The Department of Communications and Transportation _is authorized to impose specific conditions |
upon rates and other aspects with respect to any operator that the Federal Anti-Trust Commission deems
to exercise substantial power in the relevant market. Even though there has been no resolution of this
nature with respect to the wireless market in Mexico, neither América Moévil nor the Company can
guarantee that, in the future, the regulatory authorities will not adopt any resolution of this sort with
respect to rates or other conditions, such as the establishment of additional requirements concerning the
divulging of information and service quality. Any new provisions of this nature could have a significant
effect on América Movil’s activities and, indirectly, on those of the Company.

Many Latin American countries have already deregulated and privatized communication services,
including wireless services, and many laws, regulations and instruments that govern América Mévil’s
operations in Argentina, Brazil, Colombia, El Salvador, Guatemala, Honduras and Nicaragua were made
known or became effective recently; therefore, there are few precedents that allow América Movil to
predict the impact of these provisions on future operations. Said restrictions, which could consist in the
establishment of preferences with respect to the title to concessions and in telecommunications shares
remaining in the hands of national investors and not foreign investors, or in the hands of the government
and not the private sector, could result in the impossibility for América Mévil or its subsidiaries to
continue developing operations. These restrictions could result in lost earnings and investments in assts
that could adversely affect América Mdvil’s operating eamings and, consequently, those of the Company.
To date, there are certain restrictions; which in general terms consists of limits to the maximum share
ownership percentages that América Movil may keep in its coinvestments in other countries (See: - Risk
Factors for América Movil — and — Legal System — in Section 2 of these presents).

Volatility in Share Price

The Company’s shares are subject to volatiﬁty. Volatility of the price of shares of AMTEL, as the
holding company, is related to the volatility of América Movil’s shares.

d) Other Securities

In May 2002, América Telecom registered the shares representing its capital stock in the Securities
Section of the RNV for trading on the BMV.

In addition, Ameérica Telecom has the following securities registered with the RNV:
Commercial Paper.

The Company has two lines of commercial paper, one totaling $2,000 million Mexican pesos,
which was authorized by the CNBV on August 28, 2003 and its maturity date was August 23, 2004. Said
paper was placed with the support of Inversora Bursatil as the placement broker. At the end of May of said
year, the aforementioned line totaling $1,450 million Mexican pesos with a effective term between May
23 and June 28, 2004. The rest is intended to be used before its maturity date.

In addition, the Company has a second line of commercial paper totaling $2,500 million pesos, I
which was authorized by the CNBV on April 21, 2004 and whose maturity date is April 15, 2005. Said
paper was placed with the support of Inversora Bursitil S. A. de C. V. Casa de Bolsa, Grupo Financiero
Inbursa. As of the end of May of said year, said line had not been employed. |

The followivng table shows the details concerning said lines of commercial paper: l

GENERAL LIST OF EFFECTIVE LINES OF COMMERCIAL PAPER
Issuer Official Communiqué Authorized Amount | Ticker | Authorization Maturity
AmericaTelecom. S.A. De C.V. DGE-498-4298 2,000,000,000 Amtel 28-Aug-03 23-Aug-04
AmericaTelecom, S.A. De C.V. DGE-265-265 2,500,000,000 Amtel 21-Apr-03 15-Apr-05

10
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The Company has submitted, both to the CNBV and the BMV, the corresponding quarterly and
annua)] information pursuant to the LMV and the Provisions, such as the annual information related to the
annual ordinary shareholders’ meeting, which includes the board of directors’ report to the shareholders’
meeting, the statutory auditor’s report as set forth in Article 166 of the LGSM, the financial statements
drawn up by Mancera and other applicable information. The financial information reported quarterly is
accumulated and is accompanied by the information corresponding to the same period the year prior.

Likewise, the Company has submitted, in full and on time, since the time of its incorporation to
date, the reports that applicable Mexican and foreign regulations require of it with respect to significant
events and periodic information.

e} Significant Changes to the Rights or Shares Inscribed in the RNV

On May 2, 2002, pursuant to the resolution provisions of the shareholders’ meeting whereat the
spin-off from Telecom was resolved, the share certificates issued by the Company were distributed. Since
that date, the Company’s shares began to be traded in the BMV. Telecom’s shareholders received one
paid-in share of capital stock in the Company for each share comprising Telecom’s capital stock to which
they held title. Said swap was effected once they submitted their outstanding certificates to be exchanged.
As of said date, the Company became a new issuer on the BMV, under the ticker symbol “AMTEL Serie
Al”

Since the Company’s shares were handed to the shareholders, the rights beholden to shareholders of
the shares inscribed in the RNV have not experienced significant changes.

J) Public Documents

The Company’s annual report a to December 31, 2003 was submitted pursuant to the applicable
legal of said date to the BMV and the CNBV. It is available for investors on the BMV’s webpage
(www.bmv.com.mx).

Likewise, investor who so wished may request a copy of this report at the Company’s Investor
Relations Department with:

Mr. Jorge Serrano Esponda
Telephone: 5625-4900 ext. 1460
E-mail: jserranoe@inbursa.com

[SPACE LEFT BLANK INTENTIONALLY]
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2) THE COMPANY
a) Issuer’s Background and Development
Name

The Company is a variable capital business corporation duly incorporated under the laws of Mexico

- and denominated as América Telecom, S.A. de C.V.

Incorporation

T he Company was incorporated as a variable capital business corporation as certified by public
deed 108,937 dated December 5, 2001, under the hand and seal of Notary Public No. 129 in and for the
Federal District, Mr. Ignacio Soto Borja y Anda. Said instrument is duly recorded in the Public
Commercial Registry of the Federal District under Commercial Folio 282,297 dated Decemeber 13, 2001.
The duration of the company is ninety-nine years as of December 2001.

Address and Telephone Numbers

The Company’s main offices are located at Avenida Insurgentes Sur No. 3500, planta baja, Colonia
Pefia Pobre, C.P. 14060, México, D.F. The Company’s telephone number is 5244-08-02.

History and Description of Recent Events

On June 5, 2001, Telecom announced that it would begin the process to spin-off the entirety of the
shares issued by América Movil, owned by Telecom, to create a new financial entity to own the shares.

The spin-off was subject to the approval of Telecom’s shareholders assembly, as well as the
corresponding authorities. Telecom’s board -of directors deemed that América Movil’s business faced
regulatory issues and its activities were very different from Telmex. Furthermore, it would seek greater
flexibility in Telecom’s corporate structure.

By virtue of the foregoing, Telecom’s general extraordinary shareholders’ meeting held on
November 30, 2001, approved the spin-off, to incorporate a new Mexican corporation named América
Telecom, S.A. de C.V. As a result of the spin-off from Telecom, a Company was incorporated to become
titieholder of the shares of América Moévil, even those that were owned by Telecom. The purpose of the
spin-off was to improve the capacity of both América Telecom and Telecom in order to face the future
challenges and opportunities in their respective sectors. Thus, as of December 2001, the Company’s main
investment became shares representative of América Mévil’s capital stock and was complemented with
other minor investments, while Telecom’s main investment consisted of shares representing Telmex’
capital stock.

The establishment of two different public companies via the spin-off has been beneficial for both
the Company and Telecom, since the administration and corporate strategies focus more specifically on
the circumstances specific to each business, and each company can adopt a financial strategy than reflects
its particular risks and potential yields.

For a more detailed explanation of the spin-off from Telecom and the incorporation of the
Company, it is recommended that the information leaflet required by Article 14 Bis | of the LMV. This is
available on BMV’s website, www.bmv.com.mx. ,

12
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Precedents of the Company 's Subsidiaries and Associate Companies

On June 24, 1996, with the incorporation of Telecom, all Telmex shares owned by GCarso were
transferred to Telecom as were the options equally acquired by GCarso.

In September 2000, Telmex announced it would spin off the cellular-telephone business and the
majority of its international investments, mainly in the United States and Central America to create the
new company of América Mévil. The purpose of the spin-off, approved by Telmex’ board of directors,
was to create two companies with different administrations, each focused on its business to quickly and
efficiently capitalize on the challenges and opportunities that could arise in their respective markets.
Telmex shareholders received an equal number of América Mévil’s shares.

In November 2000, the spin-off from Telmex became effective. Once the registration processes for
América Mévil were approved by Mexican and foreign authorities, its series-L, series-A shares and ADS
were listed on the Mexican Stock Market, the New York Stock Exchange and the Madrid Stock Exchange
in the first quarter of 2001.

América Movil became the largest wireless provider in Latin America and one of the ten largest
wireless providers in the world. América Mévil is comprised of the cellular-telephone business in Mexico
and the majority of the international investments made by Telmex in the last years. 2003 was an important
year for the Company’s growth given strategic investments that allowed it to significantly expand its
cellular-telephone user market in Latin America.

This year, América Movil made important investments in Latin America, entering diverse markets
or significantly strengthening its earlier presence therein. Among the most important investments figure
operations effected in Colombia (Celcaribe), Brazil (BSE and BCP), El Salvador (CTE), Argentina (CTI) |
and Nicaragua (ENTEL), among others. (For more information regarding América Mévil's recent
investments, see Section 2 of this Report).

Principal Investments

The number of América Moévil’s shares and the equity interest regarding the total number of shares
from each series that the Company owned from May 31, 2004 to December 31,2003 and to December 31,
2002 respectively, are set forth in the following.

Number of Shares (thousands) l % of Equity Interest
Series [May-31-04 2003 2002 7/May-31-04 2003 2002
AA
A
L

In 2003, the Company acquired 409 million series-L shares of América Mévil, which cost a total of
$135 million pesos.

In addition, as of May 31, 2004, the Company has purchased 99.8 million series-L shares and 29.1
million series-AA shares of América Movil which represented a total cost of $2,544 million pesos.
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b) Description of the Business

América Telecom’s principal strategy consists of maintaining share participation in América Mdvil
and in identifying opportunities and seeking development thereof in the wireless-telecommunications
sector, primarily in Mexico, Latin America and the Hispanic community of the United States.

The Company arose from a spin-off from Telecom on November 30, 2001 for the purpose of
separating activities related to the wireless-telephone sector and other international businesses, which are
presently concentrated in América Movil.

1) Principal Activity

The Company 1s a pure holding company of shares from other companies, principally América
Mévil, mainly América Movil. The primary operations are carried out by its subsidiaries and consist of
providing telecommunications services at the national and mtematxonal level to residential and business
clients that pursue a wide range of activities.

As of December 31, 2003, the shares issued by América Mdvil, property of the Company,
represented 99% of its total assets. América Mévil is the largest wireless-communication service provider
in Latin America and one of the ten largest in the world, with more than 43.7 million cellular subscribers
in 7 countries at the end of 2003. By means of its subsidiary Telcel, América Mévil offers cellular-
telecommunication services in the 9 regions into which the territory of Mexico is divided by means of a
network that covers approximately 35% of said territory, including the main cities, and reaches
approximately 81% of the national population. As of December 31, 2003, Telcel had 23.4 million
subscribers.

In addition, América Mdvil participates in the telecommunications industries in Brazil, Guatemala,
Colombia, Ecuador, United States, Argentina, and Nicaragua. (See: Information About América Movil in
Section 2 of these presents).

i)  Distribution Channels

As mentioned, The Company is a pure shareholder; therefore, it does not carry out operation
activities directly. Its operations are carried out by its subsidiaries, mainly América Moévil. (See:
Information About América Movil in Section 2 of these presents).)

ii)  Patents, Trademarks, Licenses and Other Agreements

The Company directly does not own patents, licenses or trademarks. However, América Mévil has
various patents, licenses and trademarks registered. (See: Information About América Movil in Section 2 of
these presents).

iv)  Principal Clients

The company does not have direct clients. Its clients are found at its subsidiaries’ level, mainly
América Movil. (See: Information About América Movil in Section 2 of these presents).

v) | Applicable Legislation and Taxes

The Company is subject to compliance with the laws, regulations and provisions applicable to any
variable-capital corporation, such as the Commercial Code, the LGSM, the LMV and all tax provisions.

Governmental regulation could harm our international businesses, which are subject to a wide range
of governmental regulation that could adversely affect them upon changes in laws, regulations or
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regulatory policies. Any authority with jurisdiction over our businesses can adopt or change regulations or
take actions that could adversely affect us.

América Mdvil is subject to certain provisions in the General Communication Routes Law, the
Federal Telecommunications Law and various concessions granted to Telcel. (See: Legal System in
Section 2 of these presents).

In addition, the Company, in its ordinary course of business, may become subject to anti-trust
provisions, with the Federal Anti-Trust Law and the Regulation thereof being applicable.

vi)  Human Resources

Given that the Company is a pure holding company, it does not have employees. However, its
subsidiaries have approximately 24,860 employees, of whom 83% are executive or management
employees. Seventeen percent of all personnel are unionized. The Company has no direct relation with
any union whatsoever; relations with unions take place at the subsidiary level, particularly by means of
América Movil.

vii) Environmental Measures

Because the Company is solely a holding company whose only assets are comprised of shares in
other corporations, the Company does not have an environmental policy, not does it have environmental
certificates or acknowledgements,

viii) Market Information

The Company is a pure holding company whose primary investment is directed at the
telecommunications sector. In 2003, América Telecom and its subsidiaries maintained their leadership
position in the domestic market and an important presence in various Latin American countries, being top
leve! participants in the telecommunications industry.

With respect to its competition given its indirect participation in the telecommunications sector,
there are groups that have been formed and that are channeling investments into the said sector, both
nationally and internationally.

The Company believes its leadership in the national economy, its experience in the
telecommunications sector and the capacity of its administration give it strength for developing the
business in Mexico and Latin America. Nevertheless, there are other groups that compete or that are
disposed to compete in the same markets in which América Telecom participates. (See: Information About
América Mévil in Section 2 of these presents)

ix)  Corporate Structure

América Telecom is not part of a group and is a shareholding company, principally of América
Movil, a company in which, as of the close of 2003, it held 36.2% of the total shares and 64.90% of the
shares with the right to vote. The Company has business relationships with subsidiaries, mainly offering
them technical and financial support, for which it receives income.

América Telecom, by means of its subsidiary América Mévil, has investments in subsidiary and
associated companies in the telecommunications sector in Mexico, Guatemala, Ecuador, Brazil,
Argentina, Colombia, Nicaragua and the United States.

The following table lists América M6vil’s main subsidiaries as of May 31, 2004:



1)

Name of the Company Jurisdiction of 2003 2002

‘ Incorporation
Subsidiarias: (1)
América Mdévil; S.A. de C.V. México 36.2% 32.8%
Sercotel, S.A.de C.V. Meéxico 100.0 100.0
Radiomévil Dipsa, S.A. de C.V. Meéxico 100.0 100.0
TracFone Wireless, Inc. USA 98.2 97.8
Telecom Américas, Ltd: Bermuda 97.8 96.5
ATL-Algar Telecom Leste, S.A. . Brasil 975 96.5
Americel, S.A. Brasil 96.0 78.1
Telet, S.A. : Brasil 96.5 78.6
Tess, S.A. Brasil 97.5 96.5
BSE, S.A. ’ Brasil 97.5
BCP, S.A. Brasil 97.5
América Central Tel, S.A. (ACT): (2) Guatemala 100.0 96.9
Telecomunicaciones de Guatemala, S.A. Guatemnala 98.8 96.0
Newcotel, S.A. Guatemala 98.8 96.0
Servicios de Comunicaciones Personales
Inaldmbricas, S.A., (Sercom) Guatemala 98.8 96.0
Telglob, S.A. Guatemala " 9838 96.0
Telefonia Publica de Guatemala, S.A. (Publitel) Guatemala 98.8 96.0
Estel, LLC Delaware 100.0
Compaiiia de Telecomunicaciones de El
Salvador, S.A. de C.V. (CTE) El Salvador 51.0
CTE Telecom.. Personal , S.A. de C.V. El Salvador 51.0
(Personal) )
Cablenet, S.A. de C.V. (Cablenet) El Salvador 51.0
Telecomoda, S.A.de C.V. (Telecomoda) El Salvador 51.0
Publicom, S.A. de C.V. (Publicom) E] Salvador 51.0
Comunicacion Celular, S.A. (Comcel): Colombia 95.67 95.7
Occidente y Caribe Celular, S.A. (Occel) Colombia 934 95.2
Celcaribe, S.A. Colombia 94.0
Consorcio Ecuatoriano de Telecomunicaciones,
S.A. (Conecel) Ecuador 100.0 80.6
Techtel-LMDS Comunicaciones Interactivas, S.A.  Argentina 60.0 60.0
Corporativo Empresarial de Comunicaciones, = México 99.9 99.9
S.A.deC.V.
CT1 Holdings, S.A. Argentina 92.0
CTI Compaiiia de Teléfonos del Interior, S.A.,
(CT1 Interior) Argentina 92.0
CTI PCS, S.A. (CTIPCS) Argentina 92.0
Afiliadas: (1)
Organizacion Recuperadora de Cartera, S.A. de
cVv. México 45.0 450
US Commercial Corporation, S.A. de C.V. México 29.7
Génesis Telecom., S.A. Venezuela 25.0 250
Iberbanda, S.A. Espafia 17.8 18.6
Network Access Solutions USA 2.0 2.0
CompUSA, Inc. USA 49.0
¢)] See Note 10 in América M6vil’s financial statements for a description of subsidiaries’ and associates’ movements,
(03] Includes operations in Nicaragua.

América Telecom, by means of its subsidiaries, has licenses to install, operate and administer
mobile telephony in México, Guatemala, Nicaragua, El Salvador, Ecuador, Colombia, Arnentma and
Brazil. Said licenses expire on different dates between 2008 and 2018.
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Unless stated otherwise in the following paragraphs, in general, said licenses do not require
payment of royalties to the corresponding governments.

In Mexico, for 800-megahertz Band-B licenses, payment to the Department of Communications
and Transportation fluctuates between 5% and 10% of Telcel’s gross revenue.

In Brazil, Colombia, Argentina and Ecuador, the respective Governments participate based on the
revenue permitted under concession, by means of set percentages in some cases, and based on the number
of channels in operation in other cases.

In 2003, América Mévil completed the purchase of five companies. As a result of said purchases,
América Mévil obtained 4.2 million new subscribers to wireless services in 2003, which represented
approximately 35% of the growth in the number of subscribers in 2003. Revenue from these companies
included in América Mdvil’s consolidated financial statements represent, together, 4.5% of the company’s
operating revenue. (For more information on América Movil’s most recent investments, see Section 2 of
this Report).

X) Description of Main Assets

The Company s main assets are shares of América Movil. Approximately 99% of the Company’s
total assets are in shares representing América Movil’s capital stock.

As a result of the credit agreements entered into with the Company, the Company sometimes grants
América M6vil shares in guarantee.

As of the close of 2002, the Company had two loans guaranteed with América Movil shares. The
following describes said loans.

In 2003, América Telecom received a loan for US$300 million from Banco Santander Central
Hispano Benelux, S. A.//N. V. To guarantee said credit, the Company submitted 16.6 million ADRs, which
represent 332.8 million series-L shares of América Movil, which shall be returned to América_Telecom in
2008, the date on which the credit amount must be paid. The Company shall pay the interests quarterly at
LIBOR plus a rate that fluctuates between 0.8% and 1.10%.

In 2003, the Company received loans from JP Morgan Chase Bank that totaled US$275 million. To
guarantee said credit, América Telecom submitted 17.3 million ADRs, which represent 347 million
series-L shares of América M6évil, which shall be returned to América Telecom in 2006 the date on
which the credit amount must be paid. For said financing, the Company shall pay the interests quarterly at

_ LIBOR plus a rate that fluctuates between 0.80% and 1.25%.

In addition, in 2003, América Telecom received a loan for US$80 million from_Banco Wachovia
Securities. To guarantee said credit, the Company submitted 5.6 million ADRs, which represent 113.5
million series-L shares of América Mdvil, which shall be returned to América Telecom in 2008, the date

“on which the credit amount must be paid. For such, the Company shall pay the interests quartcrly at

LIBOR plus 0.70%.
With respect to the liabilities contracted in previous fiscal years:

In 2002, the Company received loans from JP Morgan Chase Bank that totaled US$140 million To
guarantee said credit, América Telecom submitted 9.9 million ADRs, which represent 198.8 million
series-L shares of América Movil, which shall be returned to América Telecom in 2005, the date on which
the credit amount must be paid. For said financing, the Company shall pay the interests quarterly at
LIBOR plus 1.25%.

In 2001, América Telecom received a loan for US$124 million from_JP Morgan Chase Bank. To
guarantee said credit, the Company submitted 9.7 million ADRs, which represent 194 million series-L
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shares of América Movil, which shall be returned to América Telecom in 2003, the date on which the
credit amount must be paid. For such, the Company shall pay the interests quarterly at LIBOR plus 1.36%.
This loan was paid upon maturity, and the ADRs granted in guarantee were redeemed.

Subsequent Event

As of May 31, 2004, the Company has received loans from Banco Santander Central Hispano
Benelux and Banco Dresdner Bank AG Frankfurt for a total of US$250 million. To guarantee said credit,
the Company submitted 7 million ADRs, which represent 140.1 million series-L shares of América Movil,
which shall be returned to the Company in 2009. For said financing, the Company shall pay the interests
quarterly at LIBOR plus a rate_that fluctuates between 0.62% and 0.66%.

The guaranties shall be exercised by the counterpart should the Company fail in its obligation to pay
the loan.

xi)  Judicial, Administrative or Arbitration Proceedings

The Company, at the holding level, has no pending legal matters or pending legal, administrative or
judicial proceedings to date. Nevertheless, its subsidiary América Movil indeed has pending legal suxts
which are described in Section 2 herein.

xii)  Shares Representing the Capital

The Company’s subscribed and paid-in capital stock totaled $933.2 million pesos, represented by
639.3 million of common or ordinary shares with full right to vote, without par value, entirely subscribed
and paid-in, and corresponding to series-A-1 shares representing the fixed capital stock, taking into
account the shares repurchased by the Company under the terms set forth in Article 14 Bis-3, Section I of
the LMV. Since its incorporation, the Company has not increased its capital, authorizing its reduction for
adjustments resulting from the spin-off.

xiii) Dividends

At the annual ordinary shareholders’ meeting, the board of directors submitted the Company’s
financial statements for the previous fiscal year and their report to the shareholders. Once the
shareholders’ approved the financial statements, they determined the Company’s net profit distribution for
the previous fiscal year. By law, 5% of the aforementioned net profits must be separated into a reserve
fund that will not be available for distribution until the amount of said fund reaches 20% of the
Company’s capital stock (before the re-expression thereof in pesos becomes effective). The excess
amounts may be distributed to other reserve funds that the shareholders establish, which include a reserve
for the repurchase of the Company’s shares, in Article 14 Bis-3, Section I of the LMV, The remainder net
profit, if any, may be paid as dividends.

Series-Al shareholders have equal rights per share and may be paid dividends and other payments,
including any payment when liquidating the Company.

Since its incorporation, the Company has not ordered the payment of dividends. Due to its
investment obligations and the payment of servicing of debt, the Company has been unable to pay
dividends to its shareholders. Moreover, it is important to underscore that the board of directors does not
have an express policy about ordering dividend payment or advising about such at corresponding
shareholders’ meeting if profits exist for any fiscal year.
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3)  FINANCIAL INFORMATION
a) Selected Financial Information

The following comments should be read together with the consolidated financial statements and
their notes, which are included in this annual report. In addition, it should be noted that the financial
statements of the_Company, as the indirect owner of various investments abroad, reflect financial I
information reviewed and reported by qualified auditors located in the countries wherein the
investments occur. Given the foregoing, the Company’s external auditor, in drafting its report,
reviewed and analyzed the Company’s information and that of its national subsidiaries, as well as the
reports drafted by foreign external auditors, thereby basing its report on said information, The
foregoing is stated in the auditor’s report attached to the financial statements reported by the
Company. (See Information Regarding América Movil in Section 2 of this Report)

The PCGA require that financial statements acknowledge the effects of inflation, especially: (a)
non-monetary assets, including properties, plants and equipment, with the net worth expressed taking into
account the effects of inflation; (b) earnings and losses in purchasing power for ownership of monetary
liabilities and assets listed under revenue; and (c) the expression of all financial statement in constant
pesos to December 31, 2003.

The consolidated financial statements include accounts pertaining to América Moévil and
subsidiaries. The companies operate in the telecommunications sector or render services related to this
activity.

The minority interest expressed in the attached financial statements refers basically to the
participation of other shareholders of América Mé6vil.

~ Important inter-company balances and operations have been eliminated from the consolidated
financial statements. ~

The following table shows the Company’s selected consolidated financial information for the last
three fisca] years, which comes from and must be read along with the company’s audited financial
statements, Said statements have been audited by Mancera.

AMERICA TELECOM, S.A. DE C.V. AND SUBSIDIARIES
Selected Financial Information
Thousands of Pesos to December 2003
(Except by assumed share average) :
Description 2003 2002 2001

Net Sales 85,940,972 59,748,342 45,461,778
Operating Profit 17,853,262 13,111,205 6,675,122
Mayority Net Profits Profit 4,885,463 1,549,339  (173,926)
Profit per Share . 1324 0.413 (0.022)
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Investments in Fixed Assets . 22,353,512 25,487,845 12,165,323

Depreciation and Amortization during the Fiscal Year 14,140,501 8,624,161 4,920,721
Total Assets 152,384,486 117,765,773 102,667,379
Long-Term Debt 49 865,252 42,009,057 23,548,813
Consolidated Net Worth 61,583,708 46,459,470 57,839,904
Data

Net Earnings for the Fiscal Year 4,885,463 1,549,339 (173,926)
Share Average (millions of shares) 3,690 3,752 3,765.8
Basic Profits per Common Shares 1.324 413 {0.022)

Total Investments in Fixed Assets 22,353,512 25,487,845 12,165,323

b) Financial Information Related To Business Activities, Geographic Zone And Sales From Exportation

The Company is solely holding company; however, at a consolidated level through AMX, its
subsidiary, it operates primarily in the local, long distance and cellular telephone sectors. For more
information about AMX, (See: Financial Information Related To Business Activities, Geographic Zone
And Sales From Exportation of América Movil in Section 2 of these presents)

¢) Information about Significant Loans
Stock-Market Debt

Information concerning the Company’s stock-market debt and documented via the issuances of
commercial paper and stock-market promissory note is described in the foregoing Section I. (See Section
1. General Information, Other Shares).

Loans guaranteed with América Movil shares

In 2003, América Telecom received a loan for US$300 million from Banco Santander Central
Hispano Benelux, S.A./N.V. To guarantee said credit, the Company submitted 16.6 million ADRs, which
represent 332.8 million series-L shares of América Mévil, which shall be returned to América Telecom in |
2008, the date on which the credit amount must be paid. The Company shall pay the interests quarterly at
LIBOR plus a rate that fluctuates between 0.8% and 1.10%.

In 2003, the Company received loans from JP Morgan Chase Bank that totaled US$275 million. To
guarantee said credit, América Telecom submitted 17.3 million ADRs, which represent 347_million
series-L shares of América Mévil, which shall be returned to América Telecom in_2006, the date
on which the credit amount must be paid. For said financing, the Company shall pay the interests
quarterly at LIBOR plus a rate that fluctuates between_0.80% and 1.25%.

In addition, in 2003, América Telecom received a loan for US$80 million from Banco Wachovia
Securities. To guarantee said credit, the Company submitted 5.6 million ADRs, which represent
113.5 million series-L shares of América Mdvil, which shall be returned to América Telecom in
2008, the date on which the credit amount must be paid. For such, the Company shall pay the
interests quarterly at LIBOR plus 0.70%.

With respect to the liabilities contracted in previous fiscal years:
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In 2002, the Company received loans from JP Morgan Chase Bank that totaled US$140 million To
guarantee said credit, América Telecom submitted 9.9 million ADRs, which represent 198.8 million
series-L shares of América Movil, which shall be returned to América Telecom in_2005, the date
on which the credit amount must be paid. For said financing, the Company shall pay the interests
quarterly at LIBOR plus 1.25%.

In 2001, América Telecom received a loan for US$124 million from JP Morgan Chase Bank. To
guarantee said credit, the Company submitted 9.7 million ADRs, which represent 194 million series-L
shares of América Movil, which shall be returned to América Telecom in 2003, the date on which the
credit amount must be paid. For such, the Company shall pay the interests quarterly at LIBOR plus 1.36%.
This loan was paid upon maturity, and the ADRs granted in guarantee were redeemed.

Subsequent Event

As of May 31, 2004, the Company has received loans from_Banco Santander Central Hispano
Benelux and Banco Dresdner Bank AG Frankfurt for a total of US$250 million. To guarantee said credit,
the Company submitted 7 million ADRs, which represent 140.1 million series-L shares of América Mévil,
which shall be returned to the Company in 2009. For said financing, the Company shall pay the interests

‘quarterly at LIBOR plus a rate that fluctuates between 0.62% and 0.66%.

The guaranties shall be exercised by the counterpart should the Company fail in its obligation to pay
the loan.

In general, the aforementioned loans contain certain restrictions that include, among others, the
maintenance of certain financial ratios, the contracting of additional loans and the sale of certain of the
group’s assets. As of May 31, 20035, the Company complies with said conditions.

Loans to América Movil and its subsidiaries,
Syndicated Loans

In 2001 and 2002, América Movil received syndicated loans for US$500, US$200 and US$400
million.

Of the first loan of US$500 million, US$100 million was paid in 2002, and the remaining US$400
million mature in January 2005, triggering interests at LIBOR plus 1.0%.

The second loan for US$200 million matures in May 2005, triggering interests at LIBOR plus 1.0%.
The third loan for US$ 400 million is structured in 3 parts (loan A, B and C for US$121, US$137 .
and US$142 million, respectively), maturing in 2003, 2005 and 2007, triggering interests at LIBOR +

0.75%, LIBOR +1.10%, and LIBOR + 1.35%, respectively. América Movil renewed_US$110.5 million
from Loan A for an additional period of six months.

BNDES

As of December 31, 2002, ATL, Tess and Americel had taken out syndicated loans from resources
from the Brazilian Development Bank (“BNDES”). Said loans are denominated primarily in reales, with a
part indexed in U.S. dollars. The total amount of the principal is approximately R$618 million plus the
equivalent of approximately US$60 million in foreign currency.

Purchase of licenses.

As of December 31, 2003,América Movil owed the Brazilian government $365.7 million for the
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purchase of licenses. The principal shall be updated based on the general price index in Brazil and triggers
a real annual interest of 12%. Such shall be paid in 8 annual installments beginning in August 2005.

Stock-Market Certificates.

The CNBV authorized América Mévil to implement two programs for the issuance of unsecured
stock-market certificates with a guaranty from Telcel totaling $5,000 million each.

In 2003, América Mdvil issued three unsecured stock-market certificates under the coverage of the
third program, each for $1,000 million, the first maturing in 2006 at a rate of 91-day Cetes plus_1.20% and
the remaining two maturing in 2008 at a rate of 182-day Cetes plus 0.90% and 91-day Cetes plus 0.89%,
respectively.

As of December 31, 2003, the Company has placed, in the Mexican market, stock-market
certificates totaling $12,600 million.

In 2002, América Movil issued seven unsecured stock-market certificates under the coverage of the
second program for amounts that ranged from $400 to $1,250 million and maturing between three and
seven years. Of such, three pay an annual fixed rate that ranges from 10.40% to 10.45%, and the
remaining four pay a floating rate determined as a differential over the CETES rate '

Credit lines guaranteed by institutions to foment exports.

América Mévil has various financing programs for the purchase of equipment, whereby certain
institutions, to foment exports, provide América Moévil with support to finance the purchase of export
equipment from its respective countries, In general, these are medium-term and long-term and imply
periodic amortization and interest payments at a marginal rate above the LIBOR. América Mévil makes
said programs widely available to its operating subsidiaries, generally subject to América Movil’s,
Telcel’s_and/or Sercotel’s granting of guaranties.

In 2002 and 2003, América Movil established credit lines up to US$250 million with the Export
Development Corporation (EDC) in Canada for the purchase of telecommunications equipment. These
credits amortize every semester and trigger interests ranging from LIBOR + 0.95% to LIBOR +1.25%,
maturing between 2004 and 2009.

d) The Administration’s Commentaries and Analysis of Operating Earnings and the Issuer’s Financial
Situation

1) Operating Earnings

The totality of the Company’s consolidated earnings come from the earnings of América Mavil, the
Company’s main subsidiary. In addition, the Company has revenue from service rendering resulting from
an agreement with said corporation, whereby it renders consulting services thereto with respect to
operations and financial administration. The term of the agreement is for one year and can be extended
indefinitely. Said revenue is eliminated as a result of the consolidation.

Consolidated earnings in 2003 totaled $85,940 million pesos, 43.8% greater than the previous year.
This growth was due primarily to the increase in earnings generated in Mexico by América Mdvil and to
the consolidation, as of 2003, of the eamnings generated by CTE’s operations in El Salvador, CTI’s
operations in Argentina and BCP’s operations in December of said year.

The Company’s consolidated operating profit was $17,853 million pesos in 2003, a growth of
36.2% compared to the $13,111 million pesos reported in fiscal year 2002.
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The Company’s EBITDA during fiscal year 2003 reached $31,993 million pesos, which represented
a 47.2% increase over the $21,735 millions pesos during 2002.

The significant growth in the Company’s income, together with América Moévil’s adoption of scale
and cost-control measures, contributed to the growth of América Telecom’s operating earnings and
EBITDA de América Telecom.

The integral cost of financing resulted in a loan of $1,854 million pesos for fiscal year 2003, while
in fiscal year 2002 such totaled $1,180 million pesos. This increase is due primarily to exchange
fluctuations, to interests triggered and the effect of monetary profit registered by América Movil.

Net profit prior to- minority interest in fiscal years 2003 and 2002 totaled $15,042 and $4,628
million pesos, respectively, while net majority profit totaled $4,885 million pesos, which represents an
increase of 215% over the $1,549 million pesos from 2002.

In addition to operating revenue, the Company receives, as part of its operating flow, dividends
from América Mévil shares. In fiscal year 2003, the Company received dividends from América Mévil for
$260 million pesos, at $ 0.06 per share.

Accounting policies and practices

For a description of the main accounting policies and principles, see paragraph II under Note 1 in
the Company’s financial statements reported through December 31, 2003, which is attached to these
presents as an annex.

i1)  Financial Situation, Liquidity and Capital Resources

Internal and external liquidity sources

Internal sources of liquidity come from the Company’s subsidiary’s own cash flow.

External sources of liquidity come mainly from bank financing by means short-term and long-term
lines of credit or by means of short-term stock-market debt as commercial paper or long-term_stock-
market debt as a medium-term stock-market promissiory notes or certificates.

Debt Level

Debt

The short-term and long-term debt (thousands of pesos) is comprised as follows;

Average interest rate considered

through December 31, Maturity Balances as of December 31,
Currency Type 2003 2002 2003 2003 2002
Délares
Promissory note 1.75% 3.40% 2004 y 2003 602,250 401,768
Loans, JP Morgan Chase LIBOR + 1.36
: Bank a LIBOR +0.80 2005 y 2006 4,668,794 2,832,845
LIBOR + 0.70 2006 808,880

Wachovia Securites
Santander Central LIBOR+1.10a

Hispano Benelux ~ LIBOR+0.80 2008 3,370,819
LIBOR+20a LIBOR+.20a

Loans Exim Banks ~ LIBOR+1.65 LIBOR+1.65 2009 8,934,407 8,788,913
LIBOR+.75 a LIBOR+.75 a

Syndicated Loans LIBOR+1.35 LIBOR+1.35 2007 11,236,000 10,722,937
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Fixed Revenue (1) 3.3990% 3.62% 2004 147,033 3,361,041
Lines of Credit LIBOR+.30a 3%8“-34; 2006 8,212,954
LIBOR+1.50 R+1.5 7,672,256
Suppliers 3.1675% a 10% 3.1675% a 10% 2004 149,619
643,687
BNDES UMBNDES+4.5% UMBNDES 4.5% a
a UMBNDES 5.0% 2008 675,565 782,772
UMBNDES+5.05
Lease 11,445
" LIBOR+4.50; 008
Others 11.25% 2 298,184
Subtotal in Dollars 39,405,950 35,206,219
Average interest rate
considered through Maturity Balances as of December 31
" December 31,
Currency Type 2003 2002 2003 2003 2002
Mexican Pesos
Stock-market certificates Varios (5) 2009 11,250,000 10,398,000
Syndicated Loans TIIE + .80 2008 1,750,000
Commercial Paper 7.69% 2003 746,914 1,070,569
TIIE 2004 1,000,000
Lines of Credit THE;5 +1 831,840
2004
Promissory note TIIEy +1 1,186,308
TIIE + .55 2006 950,000
- Lease
Subtotal in Mexican 15,696,914 13,486,717
Pesos
Reales
Syndicated Loans TILP+2.80%a TJLP+280%aTILP
1
TILP + 5.00% +5.00% 2007 2,402,875 2,273,263
Fixed Revenue CDI +.90 CDI+1.20 2005 60,607 925,626
12% + Inflacion . 2010 365,788
Concession Purchases 12% + Inflation. 922,784
Subtotal Reales 2,829,270 4,121,673
Other Currencies (2)
Bonds IPC +7.50% 2010 808,866
Lines of Credit 6.50% 9% 2004 y 2003 598,368 178,551
7.00% 2004 y 2005 31,497
Financial Leasing 13% 1,198
Subtotal in Other 1,439,231 179,749
Currencies .
Total Debt 59,371,365 52,994,358
Minus: short-term debt and a portion of .
outstanding long-term debt 13,228,323 13,115,948
Long-Term Debt 46,143,042 39,878,410

1) The note for $1,753,125 with BCl is free. It was paid in March 2003.
2) Other currency includes Quetzales.

3) The syndicated loan for $400 USD is guaranteed by Telcel, América Mévil and Telgua.

4) 10.40% a 11.33%; TIIE28 + .35; Cetes91 + 1.05 a Cetes91 + 1.08; Cetes182 + 1.00 a Cetes182 + 1.20
5) 11.33%; THIE28 +.35; Cetes182 + 1.20

The interests rates above do not include the effect of reimbursement from withheld taxes. The
average considered cost of the debt as of December 31, 2002 (includes interests, commissions and
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reimbursements to creditors for withheld taxes) was 7.60%, and 6.96% as of December 31, 2002
approximately.

Said rate does not include missions and reimbursements to creditors for withheld taxes (generally 4.9%),
that the Company must reimburse. In general, financing fees add ten base points to the cost of the
financing.

Policies Applicable to the Treasury

The Company individually invests its excess cash in deposits and investments in financial
institutions that have good credit ratings and that have guidelines regarding diversification and maturity
that seek security and liquidity. :

The cash and temporary investments are kept in pesos or in dollars depending upon the investment
requirements and liquidity necessities of every subsidiary based upon its cash flow and debt structure.

Important Investmenis in Capital

At the date of this report, the Company has no compromising investments in capital.

iii)  Internal Control

Given that the corporation, as a pure holding company, has no employees or personnel in its charge,
the fulfillment of the rules for internal control by the Company is supervised permanently by the
departments of management and finance and internal audit of some of its affiliated companies. These
review, analyze and correct, as the case may be, the divergences committed regarding the operations
approved by the Company’s board of directors and its registry. Said departments also review that general
accounting guidelines, criteria and principles that apply.

The external auditors study and evaluate the internal control system in order to audit the financial
statements, once they issue their report about suggestions for said controls.

The Company, by means of its board of directors, organized an auditory committee comprised of
board members whereby the Chairman and the majority thereof are independent. Said committee is in
charge of verifying the implementation of the systems for internal control in order that the transactions
carried out and registered by the Company as set forth by management and PCGA.

The Company is audited by an affiliated company and its subsidiaries are audited by their own
internal auditory departments whose scope is unlimited and its main objective is to ensure that the
Company and its subsidiaries comply with their policies and procedures applicable thereto with respect to
internal control.

e) Critical Accounting Estimates

While drafting our financial statements, we made estimates about several issues. Some of these
issues were highly uncertain and our estimates involved opinions made based upon the available
information. We have identified several of these issues; therefore, our financial submittal may be affected
significantly if (a) we use different estimates that we could have used or (b) in the future we change our
estimates in regard to changes that could reasonably have occurred.

Opinions are made only about the estimates that we considered the most important based upon a
level of uncertainty and probability of a significant impact if we use a different estimate. There are many
areas in which we use estimates regarding uncertain issues, but reasonably the probable different changes
or estimates are unimportant for our financial submittal. Regarding the use of estimates in accounting
policies for AMX (See: Use of Estimates in Certain Accounting Policies in Section 2 of these presents).
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4)  ADMINISTRATION
a) External Auditors

The Company’s consolidated financial statements were audited by Mancera. Since the Company’s
incorporation, there has not been a change in the external auditors. The designation of the auditors
complies with the principles set forth in the LMV and the Provisions, that is to say the external auditors
are selected by the auditing committee, which celebrates the service-rendering agreement with the
auditors, certifies their independence and sets the fees to be paid for the auditing.

Since the Company’s incorporation, the external auditors have not issued a report with reservations
or a negative report nor have they abstained from issuing a report concerning the Company’s financial
statements. In fiscal year 2003, the extemal auditors did not render services to the Company beyond
auditing services.

The Company followed the following procedure to select the external auditors:

a) The audit committee analyzed various options and then made recommendations to the
board of directors about the candidates for external auditors. This included the scope of
their authorities and hiring conditions in order to carry out the Company’s accounting
audit for the fiscal year ending on December 31, 2003;

b) The Audit Committee interviewed the Company’s external auditors in order to verify
that they would indeed comply with the requisites of independence and personnel
rotation; and

<) Based upon the foregoing, the Company ratified the appointment of the firm Mancera,

as its external auditors for the fiscal year ending on December 31, 2003.

Fees for audited and non-audited services

The following table lists the fees billed to us by our independent auditors, Mancera, for the fiscal
years ending on December 31, 2002 and 2003:

Year
Completed
December 31,
(thousands of pesos adjusted to
December 2003)
2003 2002
Auditing fees $ 202 $194
Tax fees 80 77
Other fees 47 45
Total fees $329 $316

The auditing fees to which the foregoing table refers are accumulated fees billed by Mancera with
respect to the auditing of our annual financial statements, the review of our financial statements and

regulatory audits.

b) Operations with Related Parties and Conflicts of Interest
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During the regular course of operations, the Company entered into a wide range of financial
and commercial transactions with related parties such as Telmex’ subsidiaries and associates, Inbursa and
GCarso. It plans to continue these operations in the future.

Among said operations, it should be pointed out that the Company has made various public
offers to place debt instruments, including the placement of the aforementioned commercial paper and
stock-market notes, for which Inversora Bursatil, S.A. de C.V., Casa de Bolsa, Grupo Financiero Inbursa
has advised it with respect to said processes.

Likewise, the Company receives various financial services Inbursa, which includes opening
checking and investment accounts and approval of credit lines; To May 31, 2004, the Company has
received loans totaling US$41.450 million dollars from Inbursa.

Finally, the Company maintains business relations with Telmex and/or its subsidiaries as part
of its ordinary course of business, receiving from such telephone and internet services, etc., which are
contracted under market conditions. )

Moreover, the Company periodically renders consulting services to- América Movil as
covered by the service rendering agreement for financial consulting mentioned earlier.

¢) Directors and Shareholders
The Company’s administration and operations are entrusted to a board of directors. The board of
directors is presently comprised of six full members and six substitute members, who are chosen to serve
for one year. Substitute members may substitute, at board meetings, for shareholding members who do not
attend meetings and do not participate in the board of directors’ activities. Pursuant to the Company’s
bylaws, the board of directors shall be comprised of the number of full and substitute members that the
general shareholders’ meeting so determines, and such may not be fewer than five.
The main purpose of the board of directors is:
1)  To represent the Company before any federal state or municipal authority, before any
national or international individual or legal entity and before the federal or local Board of
Conciliation and Arbitration;

2)  To grant, subscribe, endorse and guarantee all manner of negotiable instrument.

3)  Appoint the Company’s directors, employees, managers and attorneys-in-fact to whom it
must state their duties, obligation and remuneration;

4)  Open or close offices, branches or agencies;

5)  To purchase shares, corporate participation and stock issued by third parties and to exercise
the right to vote with respect to said shares or corporate participation in other companies;

6)  Enter into, amend, terminate or cancel agreements;

7)  To accept, in the corporation’s name, orders from individuals and social entities, whether
Mexican or foreign.

8)  To set up bank accounts and to withdraw from such.

9)  Establish security interests in personal or real property and create a trust in order to guarantee
the Company’s obligations and become a joint obligor, surety and, in general, become

27



10)

11)

12)

13)

obligated regarding the fulfillment of third parties’ obligations, therefore establishing security
interests in personal or real property to ensure the fulfillment of said obligations;

Confer, substitute and delegate general and special powers for acts of ownership and
administration, lawsuits and collections, provided that these do not substitute completely the
Board’s duties or revoke its powers-of-attorney;

Confer authorities to grant, subscribe, endorse and guarantee all kinds of negotiable
instrument; provided, however, that said authority to guarantee negotiable instruments must
be granted always in order to be jointly exercise by at least two persons;

Summon shareholders’ meetings and execute the resolutions adopted thereby;

It is the board of directors’ sole authority to approve the operations that are not encompassed
by the regular course of business and that may be carried out by the Company and its partners
with persons that form part of the Company’s administration or with whom said persons are
connected in regard to assets, or as the case may be, a relationship by blood or marriage up to
the second degree, the spouse or common-law spouse; or if their subsidiaries intend to work
with related parties representing the purchase or sale of 10% or more of the assets; granting
security interest for an amount greater than 30% of the assets; as well as other operations for
more than 1% of the Company’s assets.

Below are the names of the Company’s board members, the office they represent and the years that
they have served as such. Said members were appointed since the Company was incorporated, except for
Messrs. Patrick Slim Domit and José Kuri Harfush, who were also appointed as of the Company’s
incorporation, but whose participation in the Corporation’s board of directors has changed under the terms
of the general ordinary shareholders’ meeting held on April 7, 2003, as ratified at the general ordinary
shareholders’ meeting held on April 27, 2004. ‘

The persons appointed shall continue to hold their positions, even when the term for such shall have
passed, until the meeting makes new appointments and the newly appointed board members assume their
respective positions.

" . Kind of
Name Title Seniority (years) Member
Shareholding Members
Honorary Chairman
for Life
Carlos Slim Hela 3 Shareholding
Member
Jaime Chico Pardo Vice-chairman 3 _ Related
Carlos Slim Domit Vice-chairman 3 Shareholding
Member
Claudio X. Gonzalez Laporte Vice-chairman 3 Independent
Patrick Slim Domit Vice-chairman 3 (In the past, he Shareholding
served as Member
Substitute Board
Member)
Juan Antonio Pérez Simén Member 3 Independent
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Substitute Members

Shareholding
Arturo Elias Ayub Substitute  Board 3 Member
Member Related
: Shareholding
Daniel Hajj Aboumrad Substitute  Board 3 Member
Member ' Related
Marco Antonio Slim Domit Substitute  Board Shareholding
3
Member Member
Humberto Gutiérrez  Olvera- Substitute  Board 3 Related
Zubizarreta Member
3 (In the past, he
José Kuri Harfush Substitute ~ Board served as
Member Substitute Board Independent
Member)
Eduardo Valdés Acra Substitute  Board 3 Independent
Member

Relationship by Blood or Marriage up to the Third Degree between Board Members and Officers

Relationship by Blood Relationship by Marriage
First Degree (straight line)

Carlos Slim Domit, Marco Antonio Slim
Domit and Patrick Slim Domit with
Carlos Slim Hela

e Second Degree (transversal line) e Second Degree (transversal line)
Carlos Slim Domit with Patrick Slim Arturo Elias Ayub and Daniel Hajj
Domit and Marco Antonio Slim Domit Aboumrad with Carlos Slim Domit,
Marco Antonio Slim Domit y Patrick Slim
Domit .

Shareholding Members

Carlos Slim Helu is a Civil Engineer from the Department Engineering of the National Autonomous
University of Mexico. He is 64 years old. He has worked as a CEQ or board member of the following
corporations: Telmex (Chairman); América Mévil (Chairman); CGT (Honorary Chairman for Life);
GCarso (Honorary Chairman for Life); GFInbursa (Honorary Chairman for Life). He is the father Carlos
Slim Domit, Chairman of the board of directors of GCarso, of Marco Antonio Slim Domit, Chairman of
the board of directors of GFInbursa and of. Patrick Slim Domit, Vice-Chairman of the board of directors
of GCarso.

Jaime Chico Pardo is an Industrial Engineer from the Universidad Iberoamericana. Since January -

1995, he has been the CEO of Telmex. He is 55 years old. Additionally he is the Vice-chairman of the
board of directors of Telmex and board member of CGT. In the past, he served as CEO of Grupo
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Condumex, S,A. de C.V. and Chairman of Corporacién Industrial Llantera (Euzkadi General Tire de
Meéxico). ‘

Carlos Slim Domit has a bachelor’s degree in business administration from the Universidad
Anéhuac. He is 37 years old. He is the Chairman of the board of directors of the Company as well as
Chairman of the Board of Directors of Gcearso. He is a board member of the following companies, among
others: Grupo Sanborns, S.A. de C.V.; Sanborn Hermanos, S. A.; Promotora Snborns, S.A. de C.V_; Sears
Roebuck de México, S.A. de C.V.; Cigarros la Tabacalera Mexicana, S.A. de C.V. (Phillip Morris
Meéxico); Grupo Condumex, S.A. de C.V.; Telmex; CGT; and Promotora Musical, S.A. de C.V. He is the
son of Mr. Carlos Slim Helu and the brother of Marco Antonio Slim Domit and Patrick Slim Domit.

Claudio X. Gonzadlez Laporte is a Chemical Engineer by the National Autonomous University of
Mexico. For 25 years, he has served as Chairman of the board of directors for Kimberly Clark, S.A. de
C.V. He is 70 years old. He is a board member of the following companies: Gearso; CGT; Telmex;
GFInbursa; Kimberly Clark Corporation; General Electric Co.; Kellogs Co.; Unilever; Grupo Alfa, S.A.

de C.V.; Grupo México, S.A. de C.V.; Grupo Modelo, S.A. de C.V. and The Mexico Fund Inc.

Patrick Slim Domit has a bachelor’s degree in business administration from the Universidad
Anghuac. Since October 2000 he has served as an executive at Telmex and as Vice-chairman of GCarso.
He has been the CEO of GCarso and of Industrias Nacobre, S.A. de C.V. since 1994. He is 35 years old.
He is a board member of the following companies: GCarso; America Movil; CGT; Telmex; Hoteles
Calinda, S.A. de C.V; Grupo Condumex, S.A. de C.V.; Empresas Frisco S.A. de C.V.; Sears Roebuck de
México, S.A. de C. V.; Cigarros la Tabacalera Mexicana, S.A. de C.V., Promotora Inbursa, S.A. de
C.V.and Industrias Nacobre, S.A. de C.V. He is the son of Mr. Carlos Slim Held and the brother of Marco
Antonio Slim Domit and Carlos Slim Domit.

Juan Antonio Pérez Simon is a Public Accountant by the National Autonomous University of
Mexico. He is 63 years old. Since 1995, he has served as Vice-chairman of Telmex as well as Chairman of
the board of directors for Sanborns Hermanos, S.A. He is a shareholding member for the following
companies: CGT; GCarso; GFInbursa; Inbursa; and some of their subsidiaries; Cigarros la Tabacalera
Mexicana, S.A. de C.V.; Radio Mdvil Dipsa, S.A de C.V. (Telcel); Sears Roebuck de México, S.A. de
C.V.; Industrias Nacobre, S. A. de C.V.; Empresas Frisco, S. A. de C. V.; and other affiliates of Telmex
and GCarso. . :

Substitute Members

Arturo Elias Ayub has a bachelor’s degree in business administration from the Universidad
Andhuac and is the Director of Strategic Alliances, Communications and Institutional Relations of

. Telmex. He is 38 years old. He is a board member of the following companies: Telmex; GCarso; América

Moévil; GFInbursa; CGT; and Sears Roebuck de México, S.A. de C.V. He is Carlos Slim Held’s son-in-
law and Carlos Slim Domit, Marco Antonio Slim Domit and Patrick Slim Domit’s brother-in-law.

Daniel Hajj Aboumrad has a bachelor’s degree in business administration from the Universidad
Anghuac. He is 38 years old. He is the CEO of América Mévil, América Telecom and Radiomévil Dipsa,
S.A. de C.V. He is a board member of the following companies: GCarso; Phillip Morris México.
Furthermore, he has collaborated with Corporacién Industrial Llantera, S.A. de C.V. (General Tire); Galas
de México, S.A. de C.V.; Agusa; Bimex and Paginas Amarillas, S.A. de C.V. He is Carlos Slim Heli’s -
son-in-law and Carlos Slim Domit, Marco Antonio Slim Domit and Patrick Slim Domit’s brother-in-law.

Marco Antonio Slim Domit has a bachelor’s degree in business administration from the Universidad
Anéhuac. Since August 25, 1997, he serves as CEO of GFInbursa. He is 36 years old. The corporations in
which he is a board member are: all the subsidiaries of GFInbursa, GCarso; América Movil; CGT;
Telmex; and Sears Roebuck de Mexico, S.A. de C.V. He is the son of Mr. Carlos Slim Heli and the
brother of Calos Slim Domit and Patrick Slim Domit.
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Humberto Gutiérrez Olvera Zubizarreta has a bachelor’s degree in accounting from the School of
Banking and Commerce. He is 63 years old. He is presently the CEO of GCarso and of Grupo Condumex
S.A. de C.V. Additionally, he is a board member of: GCarso, CGT, Telmex, GFInbursa, Promotora
Inbursa, S. A. de C. V., Grupo Condumex, S.A. de C.V., Ferrosur, S.A. de C.V., Grupo Primex, S.A. de
C.V., Quimica Fltor, S.A de C.V., and Chairman of the board of directors of Empresas Frisco, S.A de
C.V. and of Industrias Nacobre, S.A. de C.V.

José Kuri Harfush has a bachelor’s degree in business administration from the Universidad
Andhuac. He is the CEO of Janel, S.A. de C.V. He is 55 years old. Additionally, he is a board member of
the following companies: Telmex, America Movil, CGT, Gearso; GFInbursa and many of its subsidiaries,
Promotora Ibursa, S. A. de C. V. and Grupo Sanborns, S.A. de C.V.

Eduardo Valdés Acra has a bachelor’s degree in business administration from the Universidad
Iberoamericana. Currently, he is the Vice-chairman of GFInbursa and CEO of Inversora Bursitil, S.A. de
C.V,, Casa de Bolsa, Grupo Financiero Inbursa. He is 40 years old. He is a board member of the following
companies: GFInbursa and all its subsidiaries; Hoteles Calinda S.A. de C.V.; GCarso; CGT and Telmex.

Board Members and Shareholders’ Equity Interest

In regard to the equity interest of more than 1% of the shares of capital stock owned by
Company’s individual board members and officers and the shareholders that are beneficiary of 5% or
more of the issuers’ shares entitled to vote as well as the Company’s 10 majority shareholders, despite
their equity interest not reaching the latter percentage, it is important to underscore that the Corporation
does not have complete and exact information about the individual interest of the board members and
officers nor of its shareholders by virtue of the fact that their shares are not registered in the Company’s
share registry under the terms of the law.

Nevertheless and pursuant to the information that the Company has as of April 29, 2004, 6 board
members maintain, directly or indirectly, share participation greater than 1%, and 7 shareholders have a
share participation greater than 5% of the Company’s outstanding capital stock. Likewise, Mr. Carlos Slim
Helu and his close relatives comprise, directly or indirectly, the Company’s primary shareholders as they
hold approximately 78.4% of the Company’s outstanding capital stock as of, April 31, 2004.

Remuneration for Board Members and Officers

During the fiscal year ending on December 31, 2002, the board members only received their fees as
payment for attending the board of directors’ meetings. The payment was $44,000 MXP per member for
all the meetings held throughout 2003.

Officers

The Company does not have employees since it is only a sharcholder. Mr. Daniel Hajj Aboumrad is
the CEO, in addition to being the CEO of América Mévil, and did not receive any payment whatsoever
from the Company for the 2003 fiscal year.

Statutory Auditors

The current statutory auditor is Public Accountant Alberto Tiburcio Celorio, managing partner of
Mancera. The substitute statutory auditor is Public Accountant Fernando Espinoza Lopez.

Comité de Auditoria

The Company has an auditing committee, which is a subcommittee of the board of directors. It is
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comprised of board members of whom the chairman and the majority thereof are independent. The
statutory auditors attend the meetings as guests, without the right to an opinion or vote.

The duties of the audit committee are:

Draft an annual report about its activities and submit it to the board of directors;

¢ Give an opinion about transactions with related persons, and

¢ Propose hiring independent experts, if necessary, to give an opinion about the transactions set
forth in article twenty-four, section XIV of the bylaws or the transactions that are not
encompassed by the regular course of business and that may be carried out by the Company and
its partners with persons that form part of the Company’s administration or with whom said
persons are connected in regard to assets, or as the case may be, a relationship by blood or
marriage up to the second degree, the spouse or common-law spouse; or that the Company’s
subsidiaries intend to celebrate with related persons that the purchase or sale of 10% or more of
the assets; granting security interest for an amount greater than 30% of the assets; as well as
other operations for more than 1% of the Company’s assets.

The auditing committee is made up as follows:
José Kuri Harfush Chairman
Juan Antonio Pérez Simén

Eduardo Valdés Acra

Said committee has at least one finance expert.

d) Bylaws and other Agreements

Below is a brief summary of some of the relevant provisions of the bylaws and applicable
legislation. The aforementioned summary does not aim at including all of the provisions of the bylaws or
applicable legislation. It is subject thereto by reference. The Company’s bylaws have been duly recorded
in the Public Commercial Registry of the Federal District and may be looked up there.

General Information The Company was incorporated on December 5, 1996 as a variable capital.
business corporations derived from the spin-off from CGT, pursuant to the provisions of the LGSM.

The Company’s authorized capital stock is comprised of 3,935 million series-Al shares that are

. common, registered, without par value and that represent the fixed portion of the capital stock. The M

issuance of new shares for the fixed portion of the capital stock requires an amendment to the Company’s
bylaws through an extraordinary shareholders’ meeting. As a variable capital business corporation, the
Company requires a minimum fixed portion of the capital and it may have a variable portion of capital.
Currently, the Company does not have shares that represent the variable portion of the capital stock.
Shares can be subscribed by Mexican and foreign investors.

Neither the Company nor any of its subsidiaries may be shareholders of the Company or
corporations in which the Company is deemed a subsidiary. Notwithstanding the foregoing, the Company
does have the option of acquiring its own shares pursuant to the applicable provisions.

Stock Registry Series-Al shares shall be represented by stock certificates that have a coupons
attached. Pursuant to LGSM, only the shareholders registered in the Corporation’s shareholders’ ledger
will be deemed shareholders. Shareholders may physically hold the shares (that together with the
corresponding record in the shareholder’s ledger will certify ownership) or though the registry in financial
entities with an account in Indeval. The ownership of the shares deposited at Indeval will be evidenced by
the registry and lists kept by Indeval.
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The shareholders’ ledger shall be closed on the business days before the shareholders’ meeting is
scheduled to be held pursuant to the published call.

Voting Rights and Shareholders’ meetings Each series-A1l share entitles its holder to one vote in
any of Company’s shareholders’ meeting. The shareholders may appoint all of the board members.
Presently, the board of directors is comprised of 6 shareholding members and 6 substitutes. Pursuant to the
Company’s bylaws, the board of directors shall be made up of at least 5 members. Each shareholder or
group of shareholders that represent 10% or more of series-Al shares shall be entitled to appoint a board
member.

General shareholders’ meetings may be ordinary or extraordinary. General extraordinary
shareholders’ meetings are called to discuss the issues set forth by Article 182 of the LGSM and the
bylaws. Basically, these issues are increases and reductions to the fixed portion of the capital stock and
other amendments to the bylaws, liquidation, mergers, spin-offs, transformation from one kind of
corporation into another, change in nationality and change in-corporate purpose. General ordinary
meetings are called to discuss all other issues, including the appointient of board members and statutory
auditors. The Company’s general ordinary shareholders’ meeting must be held at least once a year during
the following four months after the close of the previous fiscal year. It shall discuss certain issues set forth
by Article 181 of the LGSM, including the appointment of board members and statutory auditors,
approval of the board of directors’ Report regarding the Company’s performance and the financial
statements thereof during the previous fiscal year as well as the distribution of the results for said fiscal
year.

Pursuant to the bylaws, the quorum for the first summons of a general ordinary shareholders’
meeting is at least half of the outstanding series-Al shares. Resolutions may be adopted by a favorable
vote of the majority of the series-Al shares that are present. If there is no quorum in the first summons,
then a second meeting may be called to adopt resolutions by means of a favorable vote of the majority of
the shares that are present, regardless of the number of shares. The quorum needed for the first summons
of a general extraordinary shareholders’ meeting or a special meeting is 75% of the outstanding shares
entitled to vote on issues to be addressed by said general extraordinary or special shareholders’ meeting.
In order to consider a resolution as validly adopted by an extraordinary shareholders’ meeting, whether by
a first or ulterior call, the favorable vote of the shareholders owning at least half of the outstanding shares
entitled to vote in regard to issues to be addressed in said extraordinary meeting. In order for a special
shareholders’ meeting to adopt a resolution, whether by a first or ulterior call, the favorable vote of the at
least 50% of the outstanding shares is needed.

Pursuant to law, the shareholders owning 20% of the Company’s outstanding capital stock may
oppose the resolutions of general meetings by submitting a suit before the competent court within 15 days
after the close of the meeting in which said resolution was taken. Said brief must state that the resolution
being challenged violates the law or the Corporation’s bylaws. The right to challenge pursuant to these
provisions may be exercised only by the shareholders (i) that have a right to vote in the meeting that
adopted the resolution being challenged; and (ii) whose shares were not represented when the resolution
was taken or, if they were represented, they voted against said resolution.

The shareholders’ meetings may be called by the board of directors through its chairman or
secretary, statutory auditor or any competent judge. Shareholders owning 10% of the outstanding shares
may request the board of directors or statutory auditor to call a shareholders’ meeting. Furthermore, the
board of directors or statutory auditor must call a shareholders’ meeting when it receives a written request
of any series-Al shareholder if a general ordinary shareholders’ meeting has not been held for two
consecutive years or if the shareholders’ meeting held during said period have not taken into consideration
the issues set forth by the aforementioned Article 181 of the LGSM. If no meeting is called within the
following 15 days after the date of the request, the competent judge may request that the meeting be held.
The call to the meetings must be published in an official newspaper of the Company’s domicile or in a
major newspaper in the Federal District at least 15 days prior to the date of such meeting. The
shareholders’ meetings may be held without said publication, provided that 100% of the outstanding
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shares entitled to vote regarding the issues to be considered by said meeting are represented. In order to
attend a shareholders’ meeting, the shareholders must request and obtain an admission card. Said
shareholders may obtain such, at least with the anticipation set in the call to the shareholders’ meeting, by
submitting adequate proof of ownership of the Company’s shares. They shall obtain said admission by
depositing the shares with Company’s corporate secretary or with an institution authorized to accept said
deposit. If a shareholder is entitled to attend a meeting, said shareholder may be represented by a proxy
executed before two witnesses.

Dividends At the ordinary shareholders’ meeting, the board of directors shall submit Company’s
financial statement for the previous fiscal year along with the report thereof to the shareholders. The
shareholders, once they have approved the financial statements, shall determine the Company’s
distribution of net profits, corresponding to the previous fiscal year. Pursuant to law, 5% of said net profits
must be set aside as a statutory capital reserve, which shall not be available for distribution until the
amount of said legal reserve is equivalent to 20% of the Company’s capital stock (before the effective re-
expression thereof in constant pesos). The excess amounts of legal reserve fund shall be distributed to the
other reserve funds established by the shareholders. These include a fund to purchase the shares from the
Company. The remainder of the net profits, if any, shall be available for distribution as.

The series-Al shareholders shall have equal rights per share to receive dividends and other
distributions, including any distributions at the moment of Company’s liquidation. Partially paid shares
will participate in any distribution to the degree that they have been paid at the moment of distribution, or
if they have not been paid, then solely regarding the paid portion.

Capital Stock Variations In general, the capital may be increased by additional contributions in cash
or kind made by the shareholders, capitalization of liabilities or capitalization of certain entries of capital.
Normally, an increase in the capital stock may not be made until all of the shares of capital stock
previously issued and subscribed have been paid completely. A reduction of the capital stock may be
carried out in order to absorb losses, redeem shares or release shareholders from pending payments. The
reduction of the capital stock in order to redeem shares, reimbursing the shareholders must be done
prorated manner or by draw. Also, shareholders may approve amortization of shares fully paid-in with
profits withheld. Said amortization would be carried out by means of a share repurchased in the BMV
(should the shares be registered therein).

The Company’s fixed portion of capital stock may increase or decrease by a resolution of the
general extraordinary shareholders’ meetings and by an amendment to the bylaws, while the Company’s
variable portion may increase or decrease by a resolution of the general ordinary shareholders’ meeting.

A shareholders’ resolution is not needed to reduce the capital stock as a result of exercising the right
to withdraw the shares corresponding to the variable portion of the capital stock or from the acquisition by
the Company of its own shares or from increases to the capital stock resulting from the sale of shares that
it previously purchased.

Right of First Refusal Except under certain circumstances, in the case of an increase of capital
through the issuance of new shares for payment in cash or kind, a series-A1 shareholder at the moment of
increasing the capital has a right of first refusal to subscribe enough number new shares so as to keep its
same percentage of equity interest or in the case of an increase in capital through the issuance of shares
entitled to a restricted vote or with limited corporate rights, to subscribe the number of shares to be issued
that is enough to keep its same percentage of equity interest. Said right of first refusal must be exercised
within the following 15 days after the date of the corresponding notification in the official newspaper of
the Company’s domicile or in one of the major newspapers in such domicile. It may also be exercised
after the shareholders’ meeting that approved the increase of capital if all the shareholders were
represented in said meeting, otherwise said rights will expire. Pursuant to law, shareholders may not waive
their right of first refusal in advance, except under certain circumstances. Furthermore, these may not be
represented by a negotiable instrument aside from the corresponding share certificate.
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Foreign Investment Law Ownership in the Company’s capital stock by foreign investment is
regulated by the Foreign Investment Law and the Regulation to the Foreign Investment Law. The
Secretariat of Economics and the National Foreign Investment Commission are the agencies in charge of
applying the Foreign Investment Law.

The bylaws establish that the Company can directly admit, as partners or shareholders, any

foreign investor or corporation without a foreigner-exclusion clause.

Minimum Fixed and Variable Capital As a variable capital business corporation, the Company
may issue shares corresponding to its fixed portion and shares corresponding to the variable portion of its
capital stock. Presently, there are no shares of the Company corresponding to the variable portion of the
capital stock or that are outstanding. If there were shares of variable portion, these may be withdrawn
completely by their shareholders. Except under certain circumstances, the minimum capital may not be
withdrawn. A shareholder of variable portion wishing to completely or partially withdraw said shares must
notify the Company about said withdrawal through a written and signed notification. If the withdrawal
notice is received before the last quarter of the fiscal year, said withdrawal will become effective at the
close of the fiscal year in which the notification was sent. Otherwise, the withdrawal will become effective

on the following fiscal year.

The redemption of the Company’s variable portion of the capital stock shall be carried out at the
lesser of (i) 95.0% of the average share price by operating volume traded in the BMV during the 30
business days before the date in which the withdrawal will become effective or (ii) the book value per
share calculated by taking the Company’s financial statements as a basis (approved by an ordinary
shareholders’ meeting) corresponding to the close of the fiscal year prior to the date of which the
withdrawal will become effective. Any amount that the Company must pay will mature on the foilowing
day after the ordinary shareholders’ meeting mentioned in item (ii) above.

Duration Pursuant to the Bylaws, the duration of the Company is indefinite.

Share Repurchase At any time, the Company may purchase its own shares through the BMV at
any time at the prevalent market price. The authority to effect said purchases must be approved by the
board of directors, which shall designate the executives responsible for carrying out said operations and
the maximum amount that may be applied for said purpose, in the understanding that the resources

earmarked for carrying out said operations may not, under any circumstances, exceed the total amount of.

the Company’s net profit, including withheld profit. In the case of share repurchases, the amount of the
operation shall be charged to the net worth while said shares pertain to the issuer or, should it be resolved
that they be returned to the treasury, the Company’s capital stock shall be automatically reduced by an
amount equal to the theoretical value of each repurchased share (calculated by dividing the Company’s
outstanding capital stock by the number of outstanding shares prior to said repurchase). If the purchase
price for said shares is greater than the assumed par value, the difference shall be charged to the net profits

transferred to the special legal reserve created to repurchase the shares. Repurchased shares shall be kept .

in the Company’s treasury to be later placed in the BMV. The net worth or, as the case may be, the
Company’s capital stock shall increase automatically at the moment said shares are resold for an amount
equal to their assumed par value. Any excess amount shall be transferred to the aforementioned special
legal reserve. The repurchased shares’ corresponding equity rights and votes may not be exercised while
these are owned by the Company. Moreover, said shares shall not be deemed as outstanding for the
purpose of calculating quorums for declaring meetings in session or for voting in any shareholders’
meeting during said period.

Repurchase in the Case of Registry Cancellation If the registry of Company’s shares before the

Securities Section of the RNV is cancelled, whether requested by the Company or pursuant to a resolution
adopted by the CNBV, then the Company’s bylaws and the CNBV’s regulations require that majority
shareholders must make a public tender to purchase the shares owned by the minority shareholders.
Unless the CNBV approves a different price, said majority shareholders must purchase the shares at the
highest price of either (i) the average estimated price by volume of corresponding operations to the shares
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for the 30 days before the date of the offer or (ii) the amount in the shareholders’ ledger, reflected in the
last quarterly report filed before the CNBV and the BMV before the date of the offer and the Company
demonstrates that the amount to offer for the shares listed for the greater investing public be less that
300,000 investment unit.

Shareholders’ Conflict of Interest Pursuant to law, any shareholder that has a conflict of interest
regarding any operation whatsoever must abstain from voting on such matter at the corresponding
shareholders’ meeting. If a shareholder votes on a matter in which his or her interest conflict with those of
the Company, such shareholder may be liable for damages if such transaction would not have been
approved without his or her vote.

Board Members' Conflict of Interest Pursuant to law, any board member that has a conflict of
interest with the Company must reveal this fact to the other board members and abstain from voting. Any
board member that does not comply with the aforementioned provision may be liable for damages caused
to the Company. Furthermore, the members of the board of directors and the statutory auditors may not
represent other shareholders at any shareholders’ meeting. '

Right to Withdraw At all times when the shareholders approve an amendment to the corporate
purpose, the Company’s nationality or transformation into another kind of corporation, then any
shareholder entitled to vote regarding said amendment or transformation that voted against such shall be
entitled to withdraw from the Company. Said shareholder shall receive the amount calculated that
according to law may be attributed to its shares. However, such shareholder must exercise its right to
withdraw within 15 days after the date in which the aforementioned meeting was held. The amount that a
withdrawing shareholder may receive is equivalent to its equity interest in the Company’s capital stock
pursuant to its most recent balance sheet approved by a general ordinary shareholders’ meeting.

Legal Actions Against Board Members Pursuant to law, legal action may be filed for civil liability
against the board members by resolution of the ordinary shareholders’ meeting. If an ordinary
shareholders’ meeting decides to file such action, the defendants shall immediately stop being board
members. Furthermore, the shareholders’ representing at least 15.0% of the Company’s outstanding shares
may take direct action against the board members; provided that (i) said shareholders have not voted
against taking such action in the corresponding shareholders’ meeting and (ii) said lawsuit includes the
damages that have been allegedly caused to the Company and all of its shareholders and not only to the
plaintiffs individually. Said action may be exercised also in regard to statutory auditors, or as the case may
be, against the members of the Audit Committee. Any reimbursement for such action shall inure to the
benefit of the Company and not to the shareholders who filed such action.

The Amendment to the LMV and other provisions. On June 1, 2001, the Official Daily Gazette
published the decree by which the LMV and the National Banking and Securities Commission Law were
amended. The Company’s bylaws have been adapted already to them LMV amendments published in the
Official Daily Gazette on June 1, 2001.

The amendment included various aspects such as adjustments to certain exceptions to the general
regime of the LGSM such as: a) Statutory Auditor: shareholders with or without voting rights, which
represent at least ten percent (10%) of the capital may appoint a statutory auditor. Only when the
remainder have been revoked, may the appointment of board members or statutory auditors designated by
said shareholders shall be revoked; (b) Integration and Duties of the Board of Directors: The board shall
be comprised of at least five (5) and no more than twenty (20) shareholding members, whereby at least
twenty five percent (25%) must be independent. For every shareholding member a substitute shall be
appointed; however, the substitute board members of an independent board member must have the same
nature. The chairman shall have the tie breaking vote; (¢) Audit Committee: an audit committee must be
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constituted with board members. The majority thereof must be independents and shall include the
statutory auditor(s) who will attend the meetings as visitors with a right to be heard, but not to vote; (d)
Opposing Interests: the board members, statutory auditors that attend the audit meetings and, as the case
may be, the members of said committee, who during any operation have an opposing interest to the issuer
must state it to the other board members or the audit committee members or aforementioned committees
and abstain from deliberating and resolving. The person who contravenes this provision shall be liable for
the damages and losses caused to the issuer; (e) Shareholders’ Meetings: regarding shareholders’
meetings, several provisions are established about their summons, information and documents related to
every issue on the agenda; the powers of attorney to represent a shareholder, civil liability charges against
board members; postponement of resolutions and opposition and suspension of resolutions.

Afterwards, on March 19, 2003, the General Provisions Applicable to Securities Issuers and Other
Stock Market Participants were published in the Official Daily Gazette. Said provisions establish certain
issues that must be included in the Company’s bylaws.

The extraordinary shareholders’ meeting dated December 8, 2003 approved the amendment to
articles 6, 7, 8, 12, 13, 14, 20, 24, and 29 of the bylaws, and Article 20 B was added. Said articles were
drafted as follows: -

ARTICLE SIX. Company’s Capital. The Company'’s capital is variable. The minimum fixed capital
stock not entitled to be withdrawn is $1,009,083,661.05 (ONE BILLION NINE MILLION EIGHTY
THREE THOUSAND SIX HUNDRED AND SIXTY ONE PESOS WITH TWENTY FIVE CENTS,
Mexican legal tender).This amount is represented by three billion nine hundred and thirty five million
seventy six thousand seventy six ordinary, registered, without par value, completely subscribed and
paid-in shares with full voting rights. Such shares correspond to series A-1 representing the minimum
fixed portion of the capital stock. The variable portion of the capital stock shall be represented by
registered shares without par value shares corresponding to series A-2 that represent the variable
portion of the capital stock. The latter shares shall have the characteristics determined by the general
shareholders’ meeting that approves their issuance.

ARTICLE SEVEN. Acquisitions by the Subsidiaries. The Company’s subsidiaries, as defined by the
generally accepted accounting principles in Mexico, must not invest, directly or indirectly, in the
Company’s capital stock or in any other corporation regarding which the Company is a subsidiary
except if said corporations in which the Company is a majority shareholder acquires shares of the to
Julfill sale of shares options or plans that constitute or that may be granted or designated in favor of
employees or directors or said corporations or of the Company; provided that the number of shares
acquired for such purpose does not exceed 25% (twenty five percent) of the total number of
outstanding shares of the Company.

Likewise, the Company’s board of directors must approve the operations that its subsidiaries, as
defined by the generally accepted accounting principles in Mexico, intend to enter into with related.
parties or that imply compromising their equity pursuant to the terms of Article 14 B-3, section I of the
LMV. The Company shall establish measures to provide whatever is necessary in order for this
paragraph to be complied with.

ARTICLE EIGHT. Increases and Decreases. Except for the increases or decreases from the purchases
of its own shares as referred to under Article 14 B-3, section I of the LMV, the Company’s variable
capital may be increased or decreased without needing to amend the bylaws. The only formality for
said increases or decreases shall be agreed by the Ordinary Shareholders’ Meeting and for those
minutes to be protocolized before a notary public; however, said deed need not be registered in the
Commerce Section of the corresponding Public Registry of Property and Commerce. The minutes of a
shareholders’ meeting need not be protocolized when they concern a reduction to the capital in order
to exercise the right to withdraw of any shareholder or in the case of increases or decreases as a result
of the acquisition of its own shares as referred to under Article 14 B-3, section I of the LMV or in the
case of a reduction to the capital in order to exercise the right to withdraw of any shareholder.
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The minimum fixed portion of the corporation’s capital may not be increased or decreased if without
the approval of an Extraordinary Shareholders’ Meeting and if the corporate bylaws are not
subsequently reformed, unless derived from trading its own shares acquired by the Company through
any means or to any person that authorized by the board of directors.

Both increases and decreases to the capital stock must be registered in the Company's ledger.

When the capital stock is increased, all the shareholders shall have a preferential right proportionate
to the number of their shares of the corresponding series to subscribe those issued or outstanding. The
right granted by this paragraph must be exercised during the following fifteen days afier the
corresponding decrees are published in the Official Daily Gazette or in any other leading newspaper
in Mexico City. This right is rnot applicable as a result of the company's merger, conversion of
obligations, for a public offering pursuant to Article 81 of the LMV and these bylaws and for the
placement of its own shares acquired according to Article 14 B-3, sections I of the LMV.

In case such shares are not subscribed after the term corresponding to the shareholders’ preferential
right granted by the aforementioned article has expired, these shares may be offered to any person for
their subscription and payment in the terms and dates established by the shareholders’ meeting that
approved the increase to the capital or in the terms and dates established by the board of directors of
delegates appointed by the meeting for such purpose; provided that their offering price for third
parties is not lower than that offered to the Company’s shareholders for their subscription and

payment.

The corporation may issue unsubscribed shares of any series or class that form part of the capital
stock. These shall be kept in the corporation’s treasury and shall be distributed when their subscription
is carried out.

Likewise, by the previous authorization of the CNBYV, the corporation may issue unsubscribed shares to -
be publicly traded; provided that these are kept in a securities deposit and comply with the conditions
pursuant to Article 81 of the LMV.

At the Extraordinary Shareholders Meeting that decreed the issuance of unsubscribed shares, an
explicit waiver must be made to the preferential right established by Article 32 of the LGSM.

“Once there is the quorum, as set forth by the bylaws, the resolution taken shall produce its full effects.

Said consequences shall affect those shareholders that did not attend the meeting; therefore, the
corporations shall be at liberty to publicly trade the shares without needing to make the publication
established by the article mentioned in the paragraph above. When a minority representing at least
25% (twenty five percent) of its voting capital stock votes against the issuance of unsubscribed shares,
said issuance may not be carried out.

The summons to the extraordinary shareholders meeting must state expressly that it is called for the
purposes established by Article 81 of the LMV. A special mention must be made to the contents of
Section 10 of said article.

Any shareholder that votes against the resolutions during the meeting shall have the right to demand
the corporation to trade its shares at the same price that the said issuance's shares are publicly traded.
The corporation shall be obligated to trade first the shares belonging to the disgruntled shareholders.

ARTICLE TWELVE. Reduction to the Capital. The reductions to the fixed minimum capital not entitled
to be withdrawn must be approved by the general ordinary shareholders’ meeting. The reductions to
the variable potion of the capital stock, except when the shareholders exercise their right to withdraw,
shall be approved by the extraordinary shareholders’ meeting or by the general ordinary
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shareholders’ meeting, irrespectively. The corresponding minutes must be protocolized before a notary
public.

The capital may be reduced pursuant to Article 35 and others of the LGSM and if the fixed portion is
reduced besides the aforementioned provision, Article 9 of said legislation shall apply.

Regarding shares representing the corporation’s capital stock that were recorded in the RNV, the
procedure to exercise the shareholders’ right to withdraw the variable portion besides being limited to
the provisions under Articles 220 and 221 of the LGSM, shall be subject to the fact that the
corresponding reimbursement is paid pursuant to the lowest value between: i) 95% (ninety-five
percent) of the trading value that is obtained by the average of operations carried out during the thirty
days in which the issuer’s shares have been traded prior to the effective date of the withdraw during a -
period of no more than six months, or ii) if the number of days in which the issuer’s shares have been
traded is less than thirty days, the days which shall be taken into account are those in which the shares
have been traded; or, the shares net worth according the balance sheet corresponding to the fiscal
year previous to the one in which the separation should become effective, which was approved
previously be the general ordinary shareholders’ meeting.

The payment of the reimbursement may be demanded from the Corporation following the date in which
the general ordinary shareholders’ meeting that approved the balance sheet corresponding to the
fiscal year in which the withdraw will become effective is held. A corporation’s capital may never be
reduced to less than the legal minimum.

ARTICLE THIRTEEN. Previous Authorization and Exclusion Offering. Article 130 of the LGSM
establishes that the transference of shares issued by a Corporation, or certificates or instruments
issued based upon said shares or rights to said shares may only be carried out by the board of
director’s previous authorization if the number of shares, rights to said shares that are intended to be
transferred, in an act or series of acts, without deadline, or a group of related shareholders that act
together becomes ten percent (10%) or more of the shares issued by the corporation with a right to
vote. Pursuant to this article, if the board of directors denies the authorization, it shall designate one
or more buyers for the shares. Said buyers must pay the stock market price to the interested party. If
the shares are not recorded in the RNV and intermediaries, the price shall be determined pursuant to
the aforementioned Article 130. Any party in breach of the paragraph above shall be obligated to pay
liguidated damages to the Corporation for an amount equivalent to the price of all the shares,
certificates or instruments representing the Corporation’s capital stock that they own either directly or
indirectly or that form part of a prohibited operation in the case of parties that have participated in the
operation but do not own the shares issued by the corporation. If as a result of the operations, a
percentage of shares, certificates or instruments representing the corporation’s capital stock were
acquired and that are equivalent to more than 10% (ten percent) of the capital stock, free-of-charge,
the liquidated damages shall be equivalent to the market value of such shares, certificates or
instruments provided that no authorization established in the previous paragraph existed. While the
corporation keeps the shares that it issued, recorded in the RNV, the request above in the case of
operations carried out in the stock market shall be subject additionally to the rules set forth by the
LMV or those issued by the CNBV. Furthermore, the buyer or group of buyers that obtains or
increases a significant equity in the corporation, without having previously requested the offering
pursuant to the provision established under the general rules applicable to securities acquisitions that
must be revealed and regarding public offerings to buy securities issued by the CNBV, may not
exercise the corporate rights derived from the corresponding shares entitled to vote and the
corporation shall abstain from recording said shares in the ledger referred to by articles 128 and 129
LGSM. Moreover, the majority of the board members that have been elected to serve before verifying
any circumstance that could imply a change in control, must grant their authorization in writing
through a resolution taken during a board meeting summoned expressly for such purpose pursuant to
these bylaws so that a change in the corporation’s control may be carried out. “Control” or “to
control” means (i) to own the majority of ordinary voting shares of the corporation’s capital stock or
certificates or instruments issued based upon said shares; (ii) the authority to make, directly or
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indirectly, management and policy decisions for the corporation or its subsidiaries; or (iii) the
authority to veto important decisions regarding the corporation or its subsidiaries’ policies whether
through ownership of the voting shares, by contract or otherwise. The board of directors shall be
entitled to determine if any of the parties is acting together or coordinated for the purposes hereof. If
the board of directors adopts such resolution, said parties must be deemed as one party for the
purposes hereof.

While the corporation’s shares are recorded in the Securities Section of the RNV, pursuant to the LMV

and the applicable general provisions of the CNBV in the case of cancellation of the inscription of the

corporation in the Securities Section of the RNV, the shareholders owning the majority of the ordinary
shares or having the possibility, by any certificate, 1o take decisions in the general ordinary

shareholders’ meeting or appoint the majority of the corporation’s board members shall be obligated

to make a public purchase offer, previous to the cancellation, pursuant to Article 8, section Il of the

“Provisions Applicable to Securities Issuers and Other Stock Market Participants” issued by the

CNBYV.

The aforementioned shareholders shall be obligated to place in trust for at least six months the
necessary funds to purchase the shares at the same price as the other investors when the public
purchase offering is made and previous to the cancellation of the inscription in the RNV, the
aforementioned shareholders who do not accomplish acquiring 100% (one hundred percent) of the
paid-in capital stock. '

ARTICLE FOURTEEN. General Shareholders"Meelings The general shareholders’ meetings are the
supreme managing board. General shareholders’ meetings may be ordinary or extraordinary. Both

shall be held at the corporation’s headquarters, except in cases of Acts of God or force majeure.

Ordinary shareholders’ meetings shall be called to discuss any issue that the Law or these bylaws do
not set aside for extraordinary shareholders’ meetings.

Ordinary shareholders’ meetings shall be held at least once a year, within the four months after the
end of the fiscal year. Aside from the issues on the agenda, said meeting shall carry out the following:

a) Discuss, approve or amend the board members’ report under Article 62 of the LGSM by taking into

account the statutory auditors’ report and implementing the measures it deems necessary.

b) Appoint the board members and statutory auditors.
¢) Determine the corresponding reimbursements for the board members and statutory auditors.

ARTICLE TWENTY. Board of Directors. A board of directors shall be in charge of the corporation’s
management. Said board shall be comprised of no less than 5 (five) and no more than 20 (twenty)

' members appointed by an ordinary shareholders’ meeting. Said meeting may appoint a substitute for

up to a number equivalent to the shareholding members and, if so, shall have the authority to
determine the manner in which the substitutes shall stand-in for the shareholding members. If the
meeting does not decide upon the foregoing, any substitute may stand-in for any shareholding
members, irrespectively, and the substitutes appointed by the shareholders in exercise of a minority
right may only stand-in for shareholding board members appointed by said minority. '

The board members need not be shareholders. Any shareholder or group of shareholders that
represents at least 10% (ten percent) of the ordinary shares dividing the capital stock shall be entitled
to name a shareholding member and substitute. In said case, the foregoing shareholder may rot
exercise his voting rights to appoint the shareholding member and substitute that correspond to the
majority’s appointment. If any shareholder or group of shareholders that represents at least 10% (ten
percent) of the ordinary shares dividing the capital stock exercises the right to appoint a shareholding
member and substitute, the remaining majority shall only have the right to appoint the remainder of the
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board members that correspond to said majority. Said members may only be revoked when the
appointment of rest is revoked, unless said removal is based upon a just cause pursuant to Article 14
B-3 of the LMV. The board members elected for one year shall continue in office even when the
appointed term has expired until the persons designated to substitute them take office. Board members
may be reelected and shall earn the wages determined by the general shareholders’ meeting. Substitute
board members shall stand-in for their corresponding board members when absent. For the purposes
of the LMV and notwithstanding that said legislation does not require the incorporation in the bylaws
of the requisites set forth below, additionally in regard to the board of directors, the following shall be
complied with:

I The board of directors shall be comprised of a minimum of 5 (five) and a maximum of 20
(twenty) shareholding members.

At least 25% (twenty five percent) of the board members must be independent pursuant to the
provisions under Article 14 B-3 of the LMV.

iL Shares

bI/8 Each shareholding members shall have a corresponding substitute; provided that said
substitutes must have the same capacity.

v The Audit Committee’s report must be submitted in the shareholders’ meeting.

ARTICLE TWENTY BIS. Irrespective of the corporation’s obligation to comply with the principles
established in the second paragraph and its subsections of Article 20 of these bylaws, and while said
Article is effective, failure to comply with said paragraph and its subsections for any reason, shall not
generate or grant rights to third parties to challenge the lack of validity regarding the legal acts,
contracts, agreements, covenant or any other act entered into by the corporations by means of or
through its board of directors or any other intermediary, delegating, managing or representing board
nor shall these be deemed as validity or existence requirements for such acts.

ARTICLE TWENTY FOUR. Authorities. The board of directors shall have the most extensive
authorities to properly manage the corporation’s business. Said board shall have a general power for
lawsuits and collections, to administer assets and exercise ownership acts without any limitation
whatsoever, which is to say with all the general and special authorities that require a special clause

pursuant to law in terms of the first three paragraphs of Article 1554 of the Federal Civil Code and its

correlative Civil Codes for the States of the Republic and other states of the Mexico, including the
authority listed in Article 2,587 of the aforementioned legislation. The foregoing mcIudes but is not
limited to the explicit authorities listed below:

I Represent the corporation before any authority, whether federal, state or municipal; represent the
corporation before any individual or legal entity, national or foreign; represent the corporation before
conciliation boards and before the Board of Conciliation and Arbitration, whether federal or local,
with the express authorities for all the purposes set forth in section two and three of Article 692 of the
Federal Labor Law together with Articles 786 and 866 of the aforementioned legisiation. Therefore,
said board is authorized expressly to answer or propound interrogatories on behalf of the corporation,
conciliate, settle and draft agreements; file criminal charges and complaints; file or desist from any
kind of lawsuit or remedy including the writ of constitutional relief and represent the corporation
before any authority, whether judicial, administrative or otherwise that aim at resolving labor
disputes; submit lawsuits for constitutional relief and, as the case may be, desist from them; file
complaints and, as the case may be grant a pardon; file criminal charges and become an assistant to
the attorney general’s office; desist, settle, submit to arbitration; answer and propound
interrogatories; to challenge or receive paymenis.

II. To grant, subscribe, endorse and guarantee all manner of negotiable instrument.
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IIl. Appoint the corporation’s directors, employees, managers and attorneys-in-fact to whom it must
states their duties, obligations and remuneration.

IV. Open or close offices, branches or agencies.

V. Acquire shares, equity interests or securities issued by third parties and exercise the right to vote on
such shares or equity interests of other companies.

VI. Enter into, amend, terminate and rescind contracts.
VII. Accept on behalf of the corporation, agencies of Mexican or foreign individuals or legal entities.

VIII. Open bank accounts and withdraw deposits therefrom and appoint the persons authorized to use
the corporate signature, deposit in said bank accounts and withdraw the deposits with the limitations
established by the board. :

IX. Establish security interests in personal or real property and create a trust in order to guarantee the
Company's obligations and become a joint obligor, surety and, in general, become obligated
regarding the fulfillment of third parties’ obligations, therefore establishing security interests .in
personal or real property to ensure the fulfillment of said obligations.

X. Confer, substitute and delegate general and special powers for acts of ownership and
administration, lawsuits and collections, provided that these do not substitute completely the Board's
duties or revoke its powers-of-attorney.

¢ Confer authorities to grant, subscribe, endorse and guarantee all kinds of negotiable instrument;
provided, however, that said authority to guarantee negotiable instruments must be granted always in
order to be jointly exercise by at least two persons;.

XII.  Summon shareholders’ meetings and execute the resolutions adopted thereby;

XIII.  Execute any legal acts or adopt any decision that is necessary or expedient to achieve the
corporate purposes.

XIV. It is the board of directors’ sole authority to approve the operations that are not encompassed by
the regular course of business and that may be carried out by the Company and its partners with
persons that form part of the Company’s administration or with whom said persons are connected in
regard to assets, or as the case may be, a relationship by blood or marriage up to the second degree,
the spouse or common-law spouse or if their subsidiaries intend to work with related parties
representing the purchase or sale of 10% or more of the assets; granting security interest for an
amount greater than 30% of the assets; as well as other operations for more than 1% of the
Company’s assets. The board members shall be liable for the resolutions reached for issued set forth
under this section, excep! for the case established by Article 199 of the LGSM.

Neither the board member, chairman of the board, nor vice-presidents of the board, secretary, and -
assistant secretary for the sole fact their appointment shall be authorized to submit the testimony
evidence and therefore, are prevented from answering interrogatories during the whole trial or
procedure involving the corporation. The aforementioned authorities correspond exclusively to the
delegates appointed by the board and for its attorneys-in-fact that have been expressly granted such.

ARTICLE TWENTY NINE . Audit Committee. The corporation, though its board of directors, shall
create an audit committee that shall be comprised in the manner and terms below:
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1 The audit committee is comprised of board members whereby the president and the majority thereof
must be independent. The corporation’s statutory auditors must attend their meetings as visitors with a
right to be heard but not to vote.

2. The audit committee shall appoint a secretary, who shall not require being a member thereof. The
secretary shall carry out the duties inherent to its office or that are assigned by such committee.

3. The duties of the audit committee are:
a. Draft an annual report about its activities and submit it to the board of directors;

b. Give an opinion about transactions with related persons, and

¢. Propose hiring independent experts, if necessary, fo give an opinion about the transactions set
Jforth in Article Twenty-Four of these bylaws.

4. The audit committee may establish rules to regulate its performance.”

Authorities of the board of directors — Decisions Based Upon Personal Interests The Company’s

board of directors may establish payment plans for executives, although this authority is not established
expressly in the bylaws. Neither the board of directors nor the other internal administrative bodies shall be
authorized expressly to take decisions on any matter in which any of its members may have a personal
interest.

Corporate Rights Conferred by Shares There is no distinction in the shares representing the
Company’s capital stock that grant different corporate rights to their holders regarding voting at general
shareholders’ meetings. Furthermore, to the best of the Company’s knowledge, there is no agreement
aside from the bylaws that will delay, prevent, defer or make more onerous a change in the management
thereof.

The corporate rights conferred by the shares to each of the Company’s shareholder are not
restricted by any trust or any other existing mechanism.

Intermediary Administrative Agencies The Company has an auditing committee, which as an
intermediary administrative body assists the board of directors with any decision-making regarding its
duties. See section “Directors and Shareholders — Duties of the Auditing Committee.”

Restrictions There are no articles in the bylaws or agreements amongst shareholders that limit or

* restrict the Company’s administration or its shareholders in any manner whatsoever.

[Space left blank intentionally]
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2702 3102 4702

2 Volume 106,971,300 100,415,200 69,640,700
Maximum 8.49 6.64 6.63
Minimum 5.58 5.15 5.60
Slosure 5.96 5.59 6.10

5)
STOCK
MARKET

a)
Sharehold
er

Structure

Th
e
Company

has authorized 3,935,076,076 ordinary series-A-1 shares, which are registered, without par value and

include the right to vote. As of December 31, 2003, 3,639,338,499 shares were outstanding,

b) Performance of the Shares in the Stock Market

Below is an information table that shows the performance of the shares in the BMV during the last

two fiscal years.

[Space left blank intentionally]

Below is an information table that shows the quarterly performance of the shares in the BMV during the

last fiscal year.
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Below is an information table that shows the performance of the shares in the BMV during the last fiscal

[Space left blank intentionally]

years.
May-02 Jun-02 Jul-02 Aug-02 Sep-02 Oct-02 Nov-02 Dec-02
May-02 Jun-02 Jul02 Aug-02 Sep-02 Oct-02 Nov-02 Oec-02
= Volume 65,950,500 41,020,800 37,798,700 38,115,200 24,501,300 21,592,700 27,262,800 20,785,200
Maximum 8.49 7.43 6.64 6.50 6.35 6.50 6.63 £6.63
Minimumn 7.38 5.55 561 5.15 | 5.50 ] 580 5.80 6.05
= Closure 7.38 596 575 630 5.59 6.20 6.61 6.10
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6) PERSONS IN CHARGE

The following contains the corresponding caveat under the terms set forth in Article 33 of the
Provisions:

CEO, Director of Finance and Administration, and Chief Counsel

Pursuant to Article 33, Item b), of the “General Provisions Applicable to Securities Issuers and Other
Stock Market Participants,” published in the Federal Official Gazette on March 19, 2003:

“We, the undersigned, state under oath, with respect to the area corresponding to our
respective duties, we drafted the issuer’s information contained in this brochure, which, to
our faithful knowledge and understanding, reasonably reflects the issuer’s standing.-
Likewise, we state we have no knowledge of significant information’s having been
omitted or falsified in this brochure of this brochure’s possibly causing an error on the
part of investors.”

[Signature on the original document].
Date: MR.DANIEL HAJJ ABOUMRAD

CEO

[Signature on the on'ggnal docugnent]
MR. ARMANDO IBANEZ VAZQUEZ'
Director of Administration and Finance

\w)
I
&

! Because it is a holding company, the Company does not have employees or officers. Therefore, the officer singing this caveat
has a similar or equivalent title as referred to in the General Provisions Applicable to Share Issuers or other Participants of the
Stock Market, published in the Official Daily Gazette on March 19, 2003; provided that there is no such Chief Legal Counsel.
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External Auditor

Pursuant to Article 33, Item b), of the “General provisions applicable to securities issuers and
other stock market participants,” published in the Federal Official Gazette on March 19, 2003 and

“exclusively regarding information in the audited financial statements according to the aforementioned

Article, Section 1, Item a), Numeral 3 as well as any other financial information included in this annual
report whose source are the financial statements audited by our firm, Mancera, S.C., Part of Emst &
Young Global: '

1 hereby state under oath that the financial statements for América Telecom, S.A. de C.V. and its
subsidiaries to December 31, 2003 and 2002 contained in this annual report were audited according to the
generally accepted accounting principles. Furthermore, I hereby state that within the scope of the work
carried out to audit the aforementioned financial statements, I do not have knowledge of relevant financial
information that has been omitted or falsified in this annual report or that it contains information that could

‘induce the investors to err.

By: Signature on the original document

Name: Fernando Espinosa Lopez
Title: External Auditor

Date: June 30, 2004
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AND SUBSIDIARIES

Consolidated Financial Statements

Years Ended December 31, 2003 and 2002
with Report of Independent Auditors
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REPORT OF INDEPENDENT AUDITORS

To the Stockholders of
América Telecom, S.A.de C.V.

We have audited the accompanying consolidated balance sheets of América Telecom, S.A. de
C.V. and subsidiaries as of December 31, 2003 and 2002, and the related consolidated statements
of income, changes in stockholders’ equity and changes in financial position for the years then
ended. These financial statements are the responsibility of the Company’s management. Our
responsibility is to express an opinion on these financial statements based on our audits. The
financial statements of America Central Tel, S.A. and subsidiaries at December 31, 2002, which
were originally prepared in conformity with international accounting standards and collectively
account for 9.8% of total assets and 8% of total operating revenues in 2002, were examined by
other independent auditors. Consequently, our opinion, insofar as it relates to the financial
information of such subsidiaries (prior to its conversion to accounting principles generally
accepted in Mexico), is based solely on the reports of the other independent auditors.

We conducted our audits in accordance with auditing standards generally accepted in Mexico.
Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement and are prepared in conformity
with accounting principles generally accepted in Mexico. An audit includes examining, on a test
basis, evidence supporting the amounts (including the conversion of the financial statements of
América Central Tel, S.A. and Telecom Américas, Ltd. to accounting principles generally
accepted in Mexico performed by one of the Company’s subsidiaries) and disclosures in the
financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audits and the reports of other independent auditors provide a
reasonable basis for our opinion. :

In our opinion, based on our audits and the reports of other independent auditors, the
accompanying consolidated financial statements present fairly, in all material respects, the
consolidated financial position of América Telecom, S.A. de C.V. and subsidiaries at December
31, 2003 and 2002, and the consolidated results of their operations, changes in their stockholders’
equity and changes in their financial position for the years then ended, in conformity with
accounting principles generally accepted in Mexico.

Mancera, S.C.
A Member Practice of
Ernst & Young Global -

Fernando Espinosa

Mexico City
February 27, 2004
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REPORT OF STATUTORY AUDITOR

To the Stockholders of
América Telecom, S.A. de C. V.

In my capacity as statutory auditor and in compliance with Article 166 of the Mexican Corporations
Act and the bylaws of América Telecom, S.A. de C.V., | am pleased to submit my report on the
consolidated financial statements for the year ended December 31, 2003, presented to you by the

Board of Directors.

Among the auditing procedures applied, I personally (or in my absence the alternate statutory
auditor) attended the stockholders’, board of directors’ and audit committee meetings to which 1
was summoned. I reviewed, to the extent that | considered necessary in the circumstances, the
unqualified report of the Company’s independent auditors, dated February 27, 2004, issued as a
result of their audit of the financial statements made in accordance with auditing standards
generally accepted in Mexico. Such financial statements are the responsibility of the Company ’s
management.

in my opinion, based on my examination and the report of the other independent auditors
mentioned in the preceding paragraph, the accounting and reporting policies and criteria observed
by the Company in the preparation of the consolidated financial statements that are being
presented to the stockholders are adequate and sufficient and were applied on a basis consistent
with that of the prior year. Consequently, it is also my opinion that the above-mentioned
consolidated financial statements present accurately, fairly and sufficiently, in all material
respects, the consolidated financial position of América Telecom, S.A. de C.V. and subsidiaries at

December 31, 2003, and the consolidated results of their operations, changes in their

stockholders’ equity and changes in their financial position for the year then ended, in conformity
with accounting principles generally accepted in Mexico.

Alberto Tiburcio
Statutory Auditor

Mexico City
February 27, 2004
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AMERICA TELECOM, S.A. DE C.V. AND SUBSIDIARIES
Consolidated Balance Sheets

(Thousands of Mexican pesos with purchasing power
at December 31, 2003)

December 31

2003 2002
Assets
Current assets:
Cash and short-term investments Ps. 9,466,996 Ps. 9,581,309
Marketable securities (Note 3) 794,873 1,510,246
Accounts receivable, net (Note 4) 11,431,543 6,522,529
Related parties (Note 17) 647,805 609,456
Inventories, net (Note 5) 5,229,256 3,127,493
Prepaid expenses and other current assets
{(Notes 6 and 7) 2,182,518 946,614
Total current assets 29,752,991 22,297,647
Long-term and other investments (Note 10) 2,548,599 3,291,132
Plant, property and equipment, net (Note 7) 71,161,642 63,000,058
Prepaid expenses (Note 6) 2,696,527 -
Licenses, net (Note 8) 25,807,951 15,986,024
Trademarks (Note 9) 7,884,781 6,797,184
Goodwill, net (Note 10) 10,234,707 6,393,728
Other non-current assets (Note 7) ' 2,297,288 -
Total assets Ps. 152,384,486 Ps. 117,765,773
Liabilities and stockholders’ equity
Current liabilities:
Short-term debt and current portion of long-term
debt (Note 14) Ps. 13,228,323 Ps. 13,115,948
Accounts payable and accrued liabilities (Note 13) 20,019,568 11,401,056
Taxes payable 2,983,266 1,926,976
Related parties (Note 17) 81,068 46,446
Deferred revenues 4,623,301 2,806,820
Total current liabilities 40,935,526 29,297,246
Long-term debt (Note 14) 46,143,042 39,878,410
Deferred taxes (Note 19) 3,592,801 2,130,073
Deferred credits 129,409 574
Total liabilities - 90,800,778 71,306,303
Stockholders’ equity (Note 18):
Capital stock 4,268,428 4,295,060
Stock premium 401,875 401,875
Retained earnings:
Prior years 6,747,578 6,566,286
Net income for the year 4,885,463 1,549,339
' _ 11,633,041 8,115,625
Other accumulated comprehensive loss items ( 721,847) ( 1,111,208)
Total majority stockholders’ equity 15,581,497 11,701,352
Minority interest 46,002,211 34,758,118
Total stockholders’ equity 61,583,708 46,459,470
Total liabilities and stockholders’ equity Ps. 152,384,486 Ps. 117,765,773

The accompanying notes are an integral part of these financial statements.
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AMERICA TELECOM, S.A. DE C.V. AND SUBSIDIARIES

- Consolidated Statements of Income

(Thousands of Mexican pesos, except earnings per share,
with purchasing power at December 31, 2003)

Operating revenues:

Services:
Usage charges
Monthly rent
Long-distance
Other services

Telephone equipment sales and other:
Sales of handsets and accessories

Operating costs and expenses:

Cost of sales and services

Cost of sales and services with related parties

Commercial, administrative and general

Commercial, administrative and general with
related parties

Depreciation and amortization (Notes 7 to 10)

Impairment in equity investment in subsidiaries and
affiliates (Note 10) o

Operating income

Comprehensive financing income (cost):
Interest income
Interest expense
Interest income (expense) with related parties
Exchange gain (loss), net
Monetary position gain, net
Other financing income, net

Other (expense) income, net
Income before income tax and employee profit sharing

Provisions for:
Income tax (Note 19)
Asset tax
Employee profit sharing

Income before equity interest in net loss of affiliates
Equity interest in net loss of affiliates
Net income

Distribution of net income:

Majority interest

Minority interest

Net income

Weighted average number of common shares
outstanding (million)

Net majority interest earnings per share

The accompanying notes are an integral part of these financial statements.
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Year ended December 31

2003 2002

Ps. 48,849,771 Ps. 32,858,240
11,639,345 10,765,385
7,385,984 4,951,591
5,996,308 3,977,277
12,069,564 7,195,849
85,940,972 59,748,342
33,572,259 21,746,574
3,902,024 3,637,594
15,943,873 11,930,796
529,053 657,215
14,140,501 8,624,161

- 40,797

68,087,710 46,637,137
17,853,262 13,111,205
2,587,830 1,462,554

( 4,153559)  ( 2,791,361)
4,706 (  57,215)

959,685  ( 1,667,246)
2,645,433 3,128,531
(189,395  ( 1256,163)
1,854,700  ( 1,180,900)
(1,053,351 286,006
18,654,611 12,216,311
3,224,438 3,207,215
10,443 8,449

247,938 202,324
3,482,819 3417988
15,171,792 8,798,323

( 129582) ( 4,170,156)
Ps. 15042210 Ps. 4,628,167
Ps.  4,885463Ps. 1,549,339
10,156,747 3,078,828

Ps. 15,042,210 Ps. 4,628,167
3,690 3,752

Ps. 1.324  Ps. 0.413
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AMERICA TELECOM, S.A. DE C.V. AND SUBSIDIARIES

Consolidated Statements of Changes in Financial Position

(Thousands of Mexican pesos with purchasing power

at December 31, 2003)

Operating activities:

Net income

Add (deduct) items not requiring the use of
resources:
Depreciation
Amortization
Amortization of loss on sale and lease back
Amortization of prepaid expenses
Deferred income tax
Impairment in equity investment in affiliates
Equity interest in net loss of affiliates

Changes in operating assets and liabilities:

Decrease (increase) in:
Accounts receivable
Prepaid expenses and other current assets
Inventories
Other non-current assets

Increase (decrease) in:
‘Accounts payable and accrued liabilities
Related parties
Deferred revenues and credits
Taxes payable
Deferred taxes

Resources provided by operating activities

Financing activities:
New loans
Repayment of loans
Decrease in capital stock and retained earnings due
to purchase of Company’s own shares
Cash dividends paid
Resources provided by financing activities

Investing activities:
Investment in plant, property and equipment
Investment in subsidiaries and affiliated companies
Initial cash from companies acquired
Investment in licenses
Investment in trademarks
Investment in marketable securities

Resources used in investing activities

Net (decrease) increase in cash and short-term
investments

Cash and short-term investments at beginning of
year

Cash and short-term investments at end of year

The accompanying notes are an integral part of these financial statements.
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Year ended December 31

2003 2002
Ps. 15,042,210 Ps. 4,628,167
9,726,756 6,426,161
4,413,745 2,198,000
134,042 i
75.428 ]
27,147 389,072)
. 40,797
129,582 4,170.156

( 4,892,157) 1,690,500)
( 4,083,330) 255.528)
( 2,107,763) 619,915
( 2,484,790) ;
8,618,512 903,093

( 3,727) 950,392
1,945,317 1,102,973
1,056,290 623.794
1,435,581 :
39,032,343 19,328,343
28,763,194 44,145,118

( 22,386,187) 19,980,390)
(  1,905,290) 2,307,318)
( 506597) 415.349)
3,965,120 21,442,061

( 22,353512) 25,487,845)
( 2,247,008) 376,110
. 1,562,042

( 7,419855) 13,770,112)
(1,807,274 6,798,184)
715373 10,150,447

( 33,112.276) 33.966.542)
( 114313) 6,802,867
9,581,309 2,778,442
Ps. 9,466,996 Ps. 9.581.300




)

AMERICA TELECOM, S.A. DE C.V. AND SUBSIDIARIES
Notes to Consolidated Financial Statements

(Thousands of Mexican pesos with purchasing power
at December 31, 2003)

1. Description of the Business

a) Spin-off from Carso Global Telecom, S.A. de C.V.

América Telecom, S.A. de C.V. (hereinafter the Company or América Telecom) was
incorporated on November 30, 2001, as a result of the spin-off from Carso Global
Telecom, S.A. de C.V. (hereinafter Telecom).

The principal assets of América Telecom at December 31, 2003 and 2002 consist of the
equity investment in América Mévil, S.A. de C.V. and subsidiaries (América Movil), as
well as in another company in the telecommunications sector.

Teléfonos de México, S.A. de C.V. (Telmex), a subsidiary of Telecom and Radiomévil Dipsa,
S.A. de C.V. (Telcel), a significant subsidiary of América Telecom, have extensive operational
relationships, including, among others, the interconnection of their respective networks and the
common use of facilities, particularly with respect to the offices and installation they share on
premises owned by Telmex. These operational relationships are subject to various agreements,
which for the most part, were in place prior to the spin-off. Most of these agreements are subject
to specific regulations governing all telecommunications operations. The terms of these
agreements are similar to those under which each of these subsidiaries does business with
unaffiliated parties.

The Company has no employees of its own; all administrative services are provided by an
affiliate. .

b) Operations of the Company

Ameérica Telecom is the leading provider of wireless communications services in Mexico through
its subsidiary Radiomévil Dipsa, S.A. de C.V., which operates under the tradename “Telcel”.
América Telecom has the most extensive nationwide cellular telecommunications coverage in
Mexico.

Additionally, América Telecom has equity investments in subsidiaries and affiliated companies -
in the telecommunications sector in Guatemala, Ecuador, Brazil, Argentina, Colombia,
Nicaragua, El Salvador and the United States.

At December 31, 2003 and 2002, the America Telecom’s equity interest.in its principal
subsidiaries and affiliated companies is as follows:
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AMERICA TELECOM, S.A. DE C.V. AND SUBSIDIARIES
Notes to Consolidated Financial Statements

(Thousands of Mexican pesos with purchasing power
at December 31, 2003)

1. Description of the Business (continued)

b) Operations of the Company (continued)

Equity Interest at
December3l,
Name of company Location 2003 2002
Subsidiaries: (1)

América Mévil, S.A. de C.V. Mexico 36.2% 32.8%
Sercotel, S.A.de C.V. . Mexico 100.0 100.0
Radiomadvil Dipsa, S.A. de C.V, Mexico 100.0 100.0
TracFone Wireless, Inc. USA 98.2 97.8
Telecom Américas, Ltd: (2) Bermuda 97.5 96.5

ATL-Algar Telecom Leste, S.A. Brazil 97.5 96.5
Americel, S.A. . Brazil 96.0 78.1
Telet, S.A. Brazil 96.5 78.6
Tess, S.A. Brazil 97.5 96.5
BSE, S.A. Brazil 97.5
BCP, S.A. Brazil 97.5
América Central Tel, S.A. (ACT): (3) Guatemala 100.0 96.9
Telecomunicaciones de Guatemala, S.A. Guatemala 98.8 96.0
Newcotel, S.A. Guatemala 98.8 96.0
Servicios de Comunicaciones Personales
Inalambricas, S.A., (Sercom) Guatemala 98.8 96.0
Telglob, S.A. Guatemala 98.8 96.0
Telefonia Publica de Guatemala, S.A. Guatemala 98.8 96.0
(Publitel) ]
Estel, LLC Delaware 100.0
Compaiiia de Telecomunicaciones de El
Salvador, S.A. de C.V. (CTE) (4) El 51.0
CTE Telecom Personal , S.A. de C.V. El 51.0
~ (Personal) Salvador
Cablenet, S.A. de C.V. (Cablenet) El 51.0
Telecomoda, S.A. de C.V. (Telecomoda) El 51.0
Publicom, S.A. de C.V. (Public